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Biennium  budget  for  the  State  of  Montana  adopted  by  the  60th  Legislature  in  the  May 
2007  special  session. 

This  four-volume  report  includes: 

o  Volume  1 :  Statewide  Perspectives  -  This  volume  provides  a  general  summary  of 
the  2009  Biennium  state  budget  as  well  as  significant  fiscal  policy  addressed  by 
the  2007  Legislature.  It  also  contains  a  general  reference  section. 

o  Volume  2:  Revenue  Estimates  -  This  volume  provides  the  legislative  revenue 
estimates  and  underlying  economic  assumptions  that  were  included  in  HR  2. 
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Respectfully  submitted, 
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INTRODUCTION 


PURPOSE  OF  THE  REPORT 

The  purpose  of  this  report  is  to  provide  legislators  and  all  interested  parties  with  information  regarding 
the  actions  of  the  2007  Legislature  (including  both  legislation  passed  and  stated  legislative  intent 
related  to  fiscal  issues)  and  the  fiscal  status  of  state  government  through  the  2009  biennium.  This 
report  seeks  to  accomplish  this  by  providing  an  objective  perspective  on  the  state's  fiscal  condition  and 
on  the  fiscal  outcomes  of  the  2007  regular  and  special  sessions,  as  well  as  identifying  and  providing 
options  for  some  of  the  major  issues  facing  the  61st  Legislature.  In  addition,  this  report  is  a  reference 
document  for  all  legislators,  as  well  as  an  historic  record  of  fiscal  decisions,  and  provides  a  myriad  of 
information  about  Montana  state  government. 

WHAT  IS  CONTAINED  IN  THIS  REPORT 

The  Legislative  Fiscal  Report,  2009  Biennium  is  published  in  four  volumes.  Volumes  2  through  4  report 
the  detailed  results  of  the  2007  Legislature's  actions  in  the  regular  and  special  sessions,  while  Volume 
1  presents  a  broad  fiscal  overview  and  a  discussion  of  the  most  significant  fiscal  issues,  many  of  which 
are  statewide  or  cut  across  program  or  agency  boundaries. 

Volume  1 

Volume  1,  which  includes  an  executive  summary,  provides  an  overview  of  the  final  budget.  Volume  1 
also  summarizes  significant  fiscal  issues  that  may  have  an  impact  upon  more  than  one  agency  or  that 
do  not  fall  under  the  jurisdiction  of  a  single  appropriation  subcommittee. 

The  "2009  Biennium  Budget  Overview"  section  on  pages  3  through  12  provides  a  high  level  summary 
of  the  material  presented  in  Legislative  Fiscal  Report. 

This  volume  is  structured  to  present  a  general  fund  outlook  for  the  2007  biennium  and  2009  biennium, 
a  summary  of  the  final  legislative  budget,  and  a  discussion  of  other  fiscal  issues  that  are  related  to  the 
budget  deliberations.  The  reference  section,  at  the  end  of  Volume  1,  presents  a  range  of  budget- 
related  material.  This  section  is  considered  especially  useful  for  new  legislators  and  those  who  have 
not  had  direct  involvement  in  the  appropriations  process. 

An  index  in  the  back  of  Volume  1  is  the  most  comprehensive  for  the  purpose  of  searching  for 
information  in  all  four  volumes. 

Volume  2 

Volume  2  includes  a  summary  and  overview  of  the  state's  major  revenue  sources.  A  review  of  the 
table  of  contents  will  give  the  reader  a  quick  idea  of  revenue  sources  included  and  the  structure  of  the 
report.      This   volume   delineates  the   economic  assumptions   used   to   derive   revenue  estimates 
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adopted  by  the  Revenue  and  Taxation  Interim  Committee  (RTIC)  and  introduced  in  the  revenue 
estimate  bill  (HJR  2).  It  also  describes  the  legislative  actions  that  affected  the  various  revenue  sources. 

Volumes  3  and  4 

Volumes  3  and  4  offer  detailed  discussions  of  the  appropriations  established  by  the  legislature  for  each 
agency  and  program  in  state  government  that  receives  an  appropriation  in  HB  2.  Agency  presentations 
are  grouped  in  sections  corresponding  to  the  appropriations  subcommittee  addressing  the  agency. 

Volume  3  contains:      House  Bill  2  (the  general  appropriation  act) 

Section  A  -  General  Government  and  Transportation,  and 
Section  B  -  Health  and  Human  Services 

Volume  4  contains:      Section  C  -  Natural  Resources  and  Commerce, 
Section  D  -  Corrections  and  Public  Safety, 
Section  E  -  Education,  and 
Section  F  -  Long-Range  Planning 

A  specific  agency  can  be  located  in  any  of  three  ways.  The  general  index  included  in  each  volume 
provides  an  alphabetical  listing  of  agencies  and  other  topics,  in  conjunction  with  appropriate  volume 
and  page  numbers.  If  the  subcommittee  addressing  a  given  agency  is  known,  the  cover  page  of  each 
section  lists  agencies,  in  order  by  appearance.  Agency  names  are  also  visible  on  page  headings  within 
their  respective  sections. 

Volumes  3  and  4  briefly  describe  the  agencies  from  all  three  branches  of  state  government,  as  well  as 
each  program  within  an  agency.  The  basic  structure  used  for  the  report  is  consistent  across  agencies. 
These  volumes  detail  an  agency's  appropriations,  both  in  tables  and  narrative.  These  volumes  present 
detailed  discussions  of  present  law  adjustments,  new  proposals,  new  legislation,  and  significant  fiscal 
issues  by  agency  as  identified  by  fiscal  staff. 

Agency  budgets  are  presented  in  three  tiers  as  required  by  statute: 

1 .  Base  budget:  the  level  of  funding  authorized  by  the  previous  legislature; 

2.  Present  law  base:  the  additional  level  of  funding  needed  under  present  law  to  maintain  operations 
and  services  at  the  level  authorized  by  the  previous  legislature;  and 

3.  New  proposals:  requests  to  provide  new  non-mandated  services,  to  change  program  services,  to 
eliminate  existing  services,  or  to  change  sources  of  funding. 

By  making  this  presentation  in  this  tiered  manner,  the  reader  is  able  to  see  how  the  budget  evolved 
from  the  base  budget  to  the  total  amount  appropriated,  and  the  incremental  increases  or  decreases  that 
make  up  the  total  budget. 

Proprietary  Rate  Setting 

The  1995  legislature,  in  HB  576,  removed  the  requirement  that  proprietary  -  or  internal  service  and 
enterprise  -  funds  be  appropriated  by  the  legislature.  Instead,  as  provided  in  Section  17-8-101,  MCA, 
the  legislature  approves  the  rates  charged  for  those  particular  services  and  products.  It  also  requires 
the  Office  of  Budget  and  Program  Planning  to  submit  a  report  as  part  of  the  Executive  Budget.  The 
proprietary  rates  that  the  legislature  approved  can  be  found  in  Section  R  of  HB  2  (located  at  the 
beginning  of  Volume  3).  There  are  also  brief  discussions  of  the  rates  in  the  relevant  agency  sections. 
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PURPOSE/CHALLENGES 


Purpose 


The  purpose  of  this  section  is  to  provide  an  executive  summary  of  the  highlights  of  Volume  1, 
"Statewide  Perspective".  It  is  intended  to  provide  a  stand-alone,  big  picture  understanding  of  the  state 
budget  outlook  for  the  2009  biennium,  for  the  general  fund  in  particular  and  the  legislative  budget 
solution.  This  includes  a  look  at  the  following: 

o    Major  fiscal  challenges  that  the  legislature  needed  to  address  in  the  2007  session 
o    The  fiscal  outlook  for  the  state  general  fund  (how  much  money  was  available,  and  why?) 
o    The  legislature's  major  initiatives  to  address  budget  challenges  and  its  priorities 
o     Issues  related  to  the  legislative  budget  as  adopted 

The  details  behind  the  information  presented  in  this  section  are  discussed  in  more  detail  in  the  body  of 
this  volume,  and  readers  are  encouraged  to  delve  into  more  detailed  explanations  of  these  issues  to 
better  understand  the  budget  challenges  and  issues  the  legislature  addressed  in  crafting  the  2009 
biennium  state  budget  priorities. 

General  Fund  Outlook? 

Following  a  biennium  (2005)  in  which  significant  service  reductions  were  taken,  some  major  revenue 
sources  have  taken  a  surprising  turn.  Bolstered  by  greater  than  expected  individual  and  corporate 
income  tax  collections  and  higher  oil  prices,  state  revenues  increased  significantly,  leaving  a  sizable 
projected  fund  balance  as  of  the  end  of  FY  2007.  However,  there  was  also  strong  pressure  for 
increased  funding  for  assorted  state  services.  Even  though  there  were  record  funds  available  in  the 
state's  general  fund,  prioritization  of  spending  and  the  appropriate  level  of  budget  spending  was  a  hotly 
contested  issue.  There  were  significant  budget  challenges  that  the  legislature  addressed  in  setting  the 
budget  priorities  for  the  2009  biennium.  Those  challenges  are  listed  here  with  a  more  detailed 
discussion  in  the  following  section: 

o     Is  K-12  education  adequately  funded? 

o    Does  this  budget  control  health  care  costs  and  increase  access? 

o     How  are  correction  costs  for  overpopulation  addressed? 

o     Can  college  tuition  increases  be  slowed  to  improve  affordability? 

o    Are  state  employees  fairly  compensated  and  does  the  pay  plan  retain  a  quality  workforce? 

o    Will  all  pension  plans  be  actuarially  sound? 

o     How  will  the  state  catch  up  on  maintenance  of  state  facilities? 

o     Is  the  public  defender  fully  funded? 

o    Can  the  state  mitigate  adverse  litigation  outcomes? 

o     How  will  the  state  mitigate  lost  federal  funds? 
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o  Is  long-term  budget  stability  attainable? 

o  What  is  an  adequate  fiscal  safety  net? 

o  How  can  the  state  mitigate  uncertainties  in  budgeting? 

o  How  can  spending  without  legislative  scrutiny  be  limited? 

With  these  challenges  (not  all-inclusive)  as  a  background,  the  following  sections  discuss  the  revenues 
available  to  address  these  issues  and  the  legislature's  actions  to  deal  with  these  issues  and  other 
priorities  of  the  legislature. 
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GENERAL  FUND  OUTLOOK 

This  section  summarizes  briefly  the  source  of  general  fund  revenues,  the  total  funds  available  coming 
into  the  2007  session,  and  the  expenditures  to  fund  a  present  law  budget. 

Where  does  the  revenue  come  from? 
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Individual  Income  Tax 

$1,562,764 

SI. 653.2 14 

5.793 

44.91% 

Corporation  Income  Tax 

314.732 

328.335 

4.3291 

8.92% 

Vehicle  Tax 

230.378 
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6.52% 
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369.721 

404.976 

9.5391 

11.0091 

Insurance  Tax 

1 1 9.036 

126.183 

6.00% 

v4V; 

Consumption  Taxes 

263.003 

281.330 

6.97* 

7.64% 

AD  Other  Revenue 

295.713 

304.475 

2.96% 

8.27% 

Total  General  Fond 

$3,476,823 

$3,681,382 

5.88% 

Personal  and  corporate  income  and  property  taxes  comprise  65  percent  of  the  total  $3.7  billion  in 
general  fund  revenues. 
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What  were  the  available  funds  for  the  2007  session? 


Projected  ending  fund  balance  after  funding  present  law 

o    With  estimated  revenues  of  $3.7  billion  and  a  beginning  fund  balance  of  $0.5  billion,  a  total 

of  $4.2  billion  was  available 
o    The  legislature  appropriated  $3.2  billion  to  fund  a  present  law  budget 
o    After  funding  the  present  law  budget,  $963.7  million  was  available  for  tax  policy  changes, 

spending  initiatives,  and  fund  balance  reserves 


2009  Biennium 

General  Fund  Balance 

Present  Law  Only 

(In  Millions) 

Estimated 

Estimated 

Estimated 

Fiscal  2008 

Fiscal  2009 

2009  Biennium 

Beginning  Rind  Balance 

$523,595 

$722,265 

$523,595 

Revenues 

Current  Law  Revenue 

1.797.764 

1.875.209 

3.672.973 

Total  Funds  Available 

$2,321,359 

$2,597,474 

$4,196,568 

Disbursements 

General  Appropriations 

Human  Services 

348.992 

364.544 

713.536 

Corrections 

159.850 

168.251 

328.101 

Higher  Education 

148.160 

149.778 

297.938 

Public  Schools 

587.203 

590.410 

1.177.613 

Other  Agencies 

197.968 

198.222 

396.190 

Statutory  Appropriations 

148.719 

148.864 

297.583 

Non-Budgeted  Transfers 

9.126 

9.310 

18.436 

Feed  Bill  Appropriations 

2.280 

8.740 

11.020 

Anticipated  Reversions 

(3.204) 

(4.344) 

(7.548) 

Tolal  Disbursements 

$1,599,094 

$1,633,775 

$3,232,869 

Ending  Fund  Balance  Before  Reserw 

$722,265 

$963,699 

$963,699 
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What  is  present  law? 

o    The  cost  of  providing  the  same  level  of  services  authorized  by  the  previous  legislature 
o      Education,  human  services,  and  public  safety  consume  78  percent  of  general  fund  monies 
o      Local  government  entitlements,  debt  service,  and  other  statutory  requirements  obligate  almost 
10  percent  of  general  fund  monies 


2009  Biennium  Total  (General  Fund  Present  Law 

Total  $32 J2.YM 
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Why  so  much  available  funds  after  funding  present  law? 

o     Unprecedented  growth  in: 

o     Individual  income  tax 

o     Corporation  income  tax 

o     Oil  and  natural  gas  production  tax 
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o    Cautionary  Note:  growth  in  these  categories  could  be  subject  to  future  corrections 

o    Individual  income  tax  -  high  level  of  capital  gains  income  that  may  be  an  anomaly  due  to 

land  and  other  real  estate  sales 
o    Corporate  income  tax  -  volatile  source  -  current  projections  at  all-time  high  are  highly 

influenced  by  the  natural  resource  sector 
o    Oil  and  gas  production  tax-  Based  on  record  production  and  price  levels  -  What  is  the  long- 
term  trend  for  a  finite  commodity  and  the  world  energy  market 

The  next  section  describes  the  legislature's  solution  to  available  funds  of  nearly  $1  billion  after  funding 
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LEGISLATIVE  BUDGET  HIGHLIGHTS 

As  shown  in  the  previous  section,  the  legislature  had  $4.2  billion  in  available  revenues.  After 
authorizing  base  expenditures  of  $2.8  billion  and  present  law  adjustments  of  $0.4  billion  ($413  million), 
the  legislature  had  nearly  $1  billion  ($964  million)  in  funds  available  to  fund  tax  policy  changes, 
spending  initiatives,  and  fund  balance  reserves. 

The  following  figure  shows  the  legislative  allocation  of  the  $963.7  million  of  available  funds  for  new 
initiatives  and  fund  balance,  which  included  $14.7  million  in  net  revenue  increases  and  $794.7  million  in 
disbursements  (including  tax  rebates  and  other  tax  policy  initiatives),  and  leaving  a  general  fund 
balance  reserve  of  $183.8  million. 


2009  Biennium  General  Fund  Budget 

Legislative  Initiatives  Above  Present  Law  (in  Miniom) 

Estimated 

2009  Biennium 

Beginning  Present  Law  Balance 

$963,699 

Legislative  Revenue  Proposals 

Revenue  Bills  With  Impacts 

14.711 

Total  Revenue  Proposals 

S14.711 

Legislative  Disbursement  Proposals 

New  Proposals  in  HB2  (Includes  Pay  Plan  &  Retirement  Adjustments) 

Human  Services 

73.659 

Corrections 

18.133 

Higher  Education 

67.699 

Public  Schools 

147.069 

Other  Agencies 

48.919 

Pay  Plan  Contingency  &  Training 

3.076 

Long  Range  Planning 

193.588 

Tax  Modifications 

Property  Tax  Rebate 

98.730 

Water  Tax  Rebate 

25.000 

Retirement  Systems 

Retirement  Rate  Increase 

24.731 

TRS  Retirement  Cash  Transfer 

50.000 

Miscellaneous  Other  Proposals 

Defined  Benefit  Loan  Repayment 

1.400 

Issue  $400  Rebate  Cost 

1.028 

Collect  Out-of-State  Debt  Cost 

1.617 

Montana  Community  Health  Support 

1.300 

Children's  Trust  Fund 

1.000 

Cultural  Arts  Trust 

1.500 

Military  Familty  Relief 

1.000 

Blackfcet  Tribe  Water  Compact 

15.000 

Repay  Land  Trusts 

1.315 

County  Attorney  Salaries 

4.688 

Optional  Retirement  Program 

2.256 

Revise  Firefighter  Retirement  Laws 

1.928 

Fish  &  Hunt  For  Free 

0.815 

Noxious  Weeds  Trust 

5.000 

Other  Proposals  <=  $500,000 

4.168 

Total  Disbursement  Proposals 

$794,619 

Total  Legislative  New  Proposals  (Revenue  &  Disbursements) 

($779,908) 

Ending  Balance  Before  Fund  Balance  Reserve 

$183,791 
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As  shown  in  the  figure,  the  legislative  budget  includes  a  net  $14.7  million  in  additional  revenues 
generated  by  new  legislation,  including  authorization  for  the  Department  of  Revenue  to  collect 
additional  out-of-state  tax  debts,  an  endowment  credit  in  SB  150,  and  tax  gains  from  the  issuance  of  a 
property  tax  rebate. 

New  proposals  in  HB  2  and  HB  13  (pay  plan)  authorized  over  $355  million  in  new  initiatives, 
summarized  as  follows: 

o    Human  Services  -  $73.7  million,  primarily  for  expanded  Medicaid  mental  health  services 

eligibility  and  provider  rate  increases 
o    Corrections  --  $18.1  million  to  exempt  some  staff  from  vacancy  savings,  IT,  and  sex  offender 

incarceration 
o    Higher  Education  --  $67.7  million,  primarily  to  provide  sufficient  state  funding  to  cap  tuition  cost 

increases  for  the  2009  biennium  (increased  state  share)  and  a  number  of  other  initiatives 
o    Public  Schools  -  $147.1  million,  including  funding  for  full-day  kindergarten,  an  increase  in  the 

quality  educator  payment,  and  property  tax  relief 
o    Other  Agencies  (general  government,  natural  resources)  --  $48.9  million,  including  a  significant 

increase  for  the  Department  of  Revenue  for  increased  compliance  initiatives  and  reappraisal, 

litigation  expenses,  and  various  initiatives  in  the  Judiciary  and  Department  of  Justice 

Other  new  initiatives  included: 

o    $193.6  million  for  capital  projects  in  the  long  range  planning  program,  including  the  decision  to 

fund  nearly  all  projects  on  a  cash  basis  versus  the  issuance  of  bonds,  and  an  infusion  of  funds 

to  reduce  a  significant  backlog  in  funding  for  state  infrastructure  maintenance 
o    Tax  initiatives  of  $123.7  million,  which  includes  a  property  tax  rebate  ($98.7  million)  that  will 

result  in  a  $400  rebate  for  homeowners,  and  a  rebate  of  the  water  tax  based  on  rescinding  the 

tax  on  wells  approved  in  HB  22  in  the  2005  legislative  session 
o    $74.7  million  for  a  reduction  in  the  unfunded  liability  in  the  retirement  systems,  including  a  $50 

million  cash  infusion  into  the  teacher's  retirement  system,  and  a  $24.7  million  increase  in  the 

employer's  (state)  share  of  retirement  fund  contributions 
o    $15  million  for  negotiation  of  the  Blackfeet  Tribe  Water  Compact 
o    $32.1  million  in  other  miscellaneous  initiatives,  including  $5.0  million  for  the  noxious  weeds  trust 

fund,  and  $4.7  million  due  to  change  in  funding  mechanism  for  county  attorney  salaries, 
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The  major  categories  of  new  initiatives  described  above  are  graphically  depicted  in  the  following  chart. 


2009  Biennium  Legislative  Budget 
General  Fund  New  Proposals 


Total  in  HB2  (Includes  pay  plan  &  retirement  adjustments) 


HB2  New 
Proposals 

Blueldeei  InV 

Water  Compart 
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Planning 
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The  legislature  allocated  $183.8  million  as  an  ending  fund  balance  reserve.  This  is  an  unprecedented 
reserve,  comparable  to  a  high  of  under  $80  million  projected  for  the  2007  biennium.  The  Governor  had 
recommended  an  ending  reserve  of  $100  million,  with  the  balance  to  go  to  a  rainy  day  fund.  The  bill 
authorizing  a  rainy  day  fund  did  not  pass  the  legislature.  For  the  first  time,  the  state  has  a  reserve  of 
over  5  percent  of  general  fund  revenues,  which  is  important  since  the  legislature  does  not  budget  up- 
front for  spiraling  wildfire  suppression  costs,  and  the  executive  openly  stated  that  supplemental 
requests  for  corrections  and  other  programs  (were  likely)  in  the  2009  biennium.  The  unexpended 
reserve  represents  just  under  20  percent  of  the  available  funds  after  funding  present  law. 

Other  Features  of  the  Legislative  Budget 

There  are  a  myriad  of  issues  that  are  discussed  in  more  detail  in  various  parts  of  the  Legislative  Fiscal 
Report.  While  these  issues  all  relate  to  the  overall  legislative  budget,  some  relate  to  statewide  budget 
or  policy  issues,  and  some  relate  to  budget  process  itself.  Regardless,  the  following  lists  those  issues 
in  a  brief  format  that  are  not  presented  above  to  make  the  reader  aware  of  the  bigger  picture. 
However,  for  more  detail  the  reader  will  need  to  dig  deeper.  (The  table  of  contents  or  index  should 
provide  a  quick  link  to  more  detailed  discussion.)  The  legislative  budget  includes: 

o     Supplemental  appropriations  in  FY  2007  of  $83.3  million  general  fund 

o  A  pay  plan  with  a  3  percent  per  year  salary  increase  beginning  October  1  each  year,  and  an 
increase  in  insurance  contributions  each  year 

o     Making  the  "broadband  pay  plan"  the  state's  primary  compensation  system 

o     Increases  in  FTE  of  412.08  in  FY  2008  and  385.58  in  FY  2009  over  the  FY  2006  level 

o     Present  law  adjustments  of  $413  million 

o     Specific  action  to  address  potential  future  K-12  legal  action 

o  As  discussed  above,  maintaining  a  $184  million  fund  balance  as  a  buffer  to  unforeseen 
expenditure  needs  or  revenue  shortfalls 
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Issues  with  Legislative  Budget 

The  following  is  a  list  of  the  more  significant  issues  that  should  be  considered  when  evaluating  the 
approved  budget  for  the  2009  biennium. 

o    There  is  a  significant  expansion  of  state  programs  and  services 

o    The  ongoing  transfer  of  funds  from  the  general  fund  to  other  funds  for  a  specific  purpose 

reduces  future  legislative  oversight  of  those  general  fund  moneys 
o    There  are  issues  with  regard  to  measurable  goals  and  objectives  for  the  budget  increases 

requested.  Further,  the  Governor  line-item  vetoed  the  legislative  initiative  to  require  updates  on 

achievement  of  budget  performance  measures  (accountability)  from  most  agencies 
o    The  highways  special  revenue  account  fund  balance  is  not  sustainable  in  the  long  term,  and 

future  federal  funding  levels  for  highways  is  uncertain 
o    The  State  Fund  "old  fund"  is  underfunded  and  will  eventually  have  to  be  supported  by  general 

fund 
o    Legislators  need  to  be  aware  of  pending  lawsuits  related  to  the  State  Fund,  lease  payments  by 

dam  owners,  and  protested  taxes  that  all  have  general  fund  implications 
o    The  long-term  stability  of  the  general  fund  is  an  issue  that  must  be  examined  for  development  of 

sound  fiscal  policies 
o    Regarding  the  state's  reliance  on  federal  funds,  the  prospect  for  federal  funding  freezes  or 

reductions  is  a  real  possibility,  not  only  in  the  near-term  but  also  in  the  long-term 
o     Regarding  wildfire  suppression,  there  are  two  issues:  1)  the  cost  of  suppression  operations  has 

increased  dramatically;  and  2)  federal  participation  is  declining.  Further,  the  legislature  does  not 

budget  up-front  for  these  costs 
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What  is  the  state  budget  outlook? 


INTRODUCTION 


After  facing  a  period  of  severe  revenue  shortfalls,  Montana  has  seen  a  dramatic  turnaround  in  some 
key  revenue  sources.  Revenues  from  individual  income,  corporate  income,  and  oil  and  gas  production 
taxes  have  increased  significantly  in  FY  2004,  FY  2005,  and  FY  2006.  The  legislature  entered  the 
2007  session  with  a  large  projected  fund  balance  as  of  the  end  of  FY  2009.  But  the  fund  balance  was 
not  necessarily  available  for  any  purpose,  as  a  significant  portion  was  from  nonrecurring  revenue. 
There  were  also  tenuous  assumptions  for  the  capital  gains  component  of  individual  income  tax,  the 
sustainability  of  corporate  profits,  and  the  future  of  oil  and  gas  price  and  production.  This  means  there 
was  risk  in  using  these  revenues  for  ongoing  programs  or  services,  which  could  create  a  fiscal  crisis  in 
subsequent  biennia.  In  what  is  always  a  challenging  fiscal  environment,  the  60th  Legislature  was  faced 
with  an  opportunity  to  shape  a  budget  that  addressed  some  of  the  state's  ongoing  fiscal  issues  while  at 
the  same  time  taking  on  some  very  daunting  fiscal  challenges,  including  unfunded  liabilities  in  state 
retirement  systems,  population  growth  in  corrections,  school  funding,  healthcare  issues,  and  a 
significant  building  maintenance  backlog. 

In  this  chapter,  we  "set  the  stage"  for  the  discussions  to  follow  in  this  report.  It  includes  a  state 
economic  overview,  and  how  those  economic  conditions  affect  the  state  fiscal  outlook,  state  revenues, 
and  the  general  fund  budget  in  particular.  We  then  summarize  the  major  fiscal  challenges  this 
legislature  faced,  the  legislative  response/solutions  to  the  challenges,  as  well  as  continuing  issues 
regarding  those  challenges/solutions. 

In  a  nutshell,  this  section  provides  summary  answers  to  the  following  questions: 
o    What  is  the  current  economic  profile  of  Montana? 
o    What  is  the  state's  fiscal  condition? 
o    What  were  the  major  fiscal  challenges  facing  the  2007  Legislature? 

o    What  are  the  legislative  solutions  to  the  major  challenges? 

o     What  are  the  significant  issues  that  still  remain  related  to  these  challenges? 

The  majority  of  the  issues  discussed  in  this  overview  are  discussed  in  more  detail  in  the  remaining 
chapters. 
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What  is  the  current  economic  profile  of  Montana? 


ECONOMIC  OVERVIEW 


Montana  state  government,  like  any  other  business,  is  influenced  by  economic  and  demographic 
developments.  For  example,  Montana's  economic  base  as  well  as  the  strength  of  the  U.S.  economy 
determines  the  level  of  revenues  collected  from  individual  and  corporate  income  taxes,  property  taxes, 
natural  resource  taxes,  and  investment  earnings.  Similarly,  both  economic  and  demographic  conditions 
affect  state  government  disbursements  for  education,  human  services,  public  safety,  and  other 
governmental  services. 

Montana's  total  revenue  base  is  comprised  of  a  number  of  taxes  and  fees  plus  numerous  federal 
reimbursements  or  grants.  Revenues  are  further  enhanced  from  the  investment  of  trust  monies  and 
idle  cash  pending  disbursement  from  the  state  treasury.  Since  individual  income  tax  is  the  state's 
largest  general  fund  tax  source,  economic  developments  or  trends  in  the  areas  of  employment  and 
income  levels  significantly  influence  available  revenues  to  fund  governmental  services.  Federal 
revenue  correspondingly  is  used  to  fund  a  number  of  human  service,  transportation,  and  educational 
services.  In  a  number  of  instances,  general  or  state  special  revenue  fund  dollars  are  required  to 
provide  a  state  match  before  the  federal  funds  can  be  disbursed. 

Conversely,  Montana's  total  expenditure  base  is  targeted  toward  educational  and  human  service 
programs,  with  a  significant  allocation  to  highway  construction.  Education  and  human  service  costs  are 
driven  by  some  of  the  same  economic  and  demographic  conditions  that  influence  state  revenues.  If 
employment  levels  increase,  this  usually  translates  to  an  increase  in  population  or  a  reduction  in 
unemployment  levels.  With  population  increases  comes  a  corresponding  increase  in  educational  and 
human  service  costs.  A  greater  population  requires  a  better  transportation  system,  not  only  for  the 
general  populace,  but  also  for  the  businesses  that  expect  to  expand  to  meet  the  needs  of  an  ever- 
growing population. 

Montana's  economy  is  highly  dependent  on  agriculture,  tourism,  natural  resource  extraction,  and 
mining.  All  of  these  industries  produce  residual  wholesale/retail  trade  and  service  sector  jobs.  If  the 
basic  industries  are  not  flourishing,  other  sectors  suffer  as  well.  And  if  Montana's  economy  slows,  tax 
revenue  growth  usually  follows  the  trend  because  of  the  state's  dependence  on  individual  income  tax 
revenues. 

In  some  instances,  economic  strength  can  be  a  "good  news  /  bad  news"  dilemma.  For  example,  if  total 
personal  income  increases  significantly,  this  usually  translates  into  higher  individual  income  taxes.  On 
the  disbursement  side,  however,  strong  personal  income  growth  can  result  in  increased  state  general 
fund  match  amounts  for  the  federal  Medicaid  program.  If  Montana's  total  personal  income  growth  is 
unusually  high  when  compared  to  the  national  average,  the  federal  medical  assistance  percentage 
(FMAP)  rate  declines,  thereby  requiring  the  state's  general  fund  matching  rate  to  increase.  This 
situation  is  expected  to  occur  during  the  2009  biennium. 
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Employment  and  wage  indicators  continue  to  support  stronger  growth  in  the  near-term,  with  the 
prospect  of  more  moderate  growth  from  calendar  2007  to  2009.  While  capital  gains  income  rebounded 
in  calendar  2004  and  2005,  net  capital  gain  realizations  are  expected  to  remain  stable  during  calendar 
2007,  2008,  and  2009. 

During  calendar  2001,  the  Federal  Reserve  Board  (FED)  reduced  interest  rates  12  times  in  an  attempt 
to  stimulate  the  US  economy.  As  the  economy  began  to  regain  strength  in  calendar  2004,  the  FED 
began  increasing  rates  to  insure  stable  growth  with  the  goal  of  maintaining  low  inflation.  Most 
economists  project  interest  rates  to  stabilize  during  the  2009  biennium  at  close  to  historical  averages. 
Short-term  rates  are  expected  to  be  about  4.5  percent,  while  long-term  rates  are  expected  to  be  close 
to  5.5  percent.  The  effects  of  higher  interest  rates  may  have  some  dampening  impacts  on  economic 
growth  to  the  benefit  of  increased  state  revenues  from  investments. 

Even  though  interest  rates  have  increased  from  historic  lows,  corporate  profits  are  expected  to  increase 
significantly  during  calendar  2006  and  increase  only  modestly  thereafter.  Property  values  continued  an 
upward  trend  in  2006,  and  that  trend  is  expected  to  continue  through  the  2009  biennium.  Net  taxable 
value  growth  in  tax  year  2006  (FY  2007),  however,  is  expected  to  be  near  5.7  percent  as  business 
equipment  property  growth  is  expected  to  be  unusually  high. 

After  decades  of  reductions  in  oil  production  -  from  a  peak  in  1973  of  34  million  barrels  to  a  trough  in 
1999  of  15  million  barrels  -  recent  Montana  production  has  increased.  With  higher  prices,  new  drilling 
activity  increased  75  percent  in  2003,  and  has  increased  nearly  the  same  amount  in  2004.   In  calendar 

2005,  production  was  over  32  million  barrels  and  will  probably  be  near  35  million  barrels  in  calendar 

2006.  Higher  production  is  expected  to  continue  through  calendar  2007  and  then  begin  to  decline  in 
subsequent  years. 

Natural  gas  production  in  Montana  doubled  between  1981  and  2003  due  to  higher  market  prices,  from 
40  million  cubic  feet  (MCF)  to  80  million  MCF,  with  75  percent  of  that  increase  since  1997.  Newly 
drilled  wells  have  contributed  about  20  percent  to  total  production  since  calendar  2000.  As  with  the  oil 
market,  new  drilling  activity  was  up  substantially  in  calendar  2003  and  2004.  Higher  production  is 
expected  to  continue  through  calendar  2007  and  then  begin  to  decline  in  subsequent  years. 

In  summary,  the  economic  outlook  for  the  state  is  for  strong  to  moderate  growth  throughout  the  forecast 
period.  This  general  outlook  for  Montana's  economy  is  supported  by  testimony  received  on  November 
15,  2006.  The  Revenue  and  Transportation  Interim  Committee  set  aside  part  of  a  scheduled  meeting 
to  hear  from  Dr.  Paul  Polzin,  Bureau  of  Business  and  Economic  Research.  Dr.  Polzin  provided  the 
committee  with  his  positive  outlook  on  various  aspects  of  the  state  and  national  economies. 
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What  is  the  state's  fiscal  condition? 


STATE  FISCAL  PICTURE 


INTRODUCTION/SCOPE 

The  previous  section  described  the  economic  outlook  for  Montana  from  the  perspective  of  how 
economic  activity  at  the  state,  national,  and  world  level  impacts  state  revenues  and  disbursements. 
This  section  describes  in  more  detail  how  those  economic  conditions  affect  the  state  fiscal  outlook  and 
ultimately  the  size  of  the  2009  biennium  budget. 


General  Fund  Revenue  Implications 

Montana's  fiscal  outlook  for  revenue  growth  is  expected  to  be  healthy  but  not  nearly  at  the  level 

observed  during  fiscal  years  2004,  2005,  and  2006.   The  revenue  estimates  adopted  by  the  Revenue 

and  Transportation  Interim  Committee  (RTIC)  shown  in  the  revenue  estimating  resolution  (HJ2)  are 

based  on  strong  economic  growth  through  calendar  2006  with  more  moderate  growth  for  calendar 

2007,    2008,    and    2009.       Figure    1    shows    the 

comparative  change  by  major  revenue  category,  for 

an  average  increase  of  5.9  percent  over  the  2007 

biennium.  For  a  complete  discussion  of  general  fund 

revenue  forecasts   by  category,   see  the   detailed 

explanation  for  each  revenue  component  in  Volume 

2  -  Revenue  Estimates. 


Figure  1 

General  Fund  Revenue 

By  Major  Category 

2007  Biennium  2009  Biennium 

Estimate 

Estimate 

Percent 

Major  Category 

Millions 

Millions 

Change 

Individual  Income  Tax 

1,562.769 

1,650.704 

5.63% 

Corporation  Income  Tax 

314.732 

328.335 

4.32% 

Vehicle  Tax 

230.378 

240.107 

4.22% 

Investment  Earnings 

107.178 

102.446 

-4.42% 

Natural  Resource  Taxes 

214.289 

240.316 

12.15% 

Property  Tax  &  Non  Levy 

369.723 

404.976 

9.53% 

Insurance  Tax 

119.036 

126.183 

6.00% 

Consumption  Tax 

263.003 

281.330 

6.97% 

All  Other  Revenue 

295.713 

306.986 

3.81% 

Total  General  Fund 

3.476.823 

3,681.383 

5.88% 

The  key  economic  assumptions  targeted  as  most 

affecting   state   government  receipts  are   Montana 

total    income   (all    sources    reported    as    individual 

income  tax   income),   employment  and   population 

levels,    inflation    rates,    corporate    profits,    property 

values,    interest    rates,    and    energy    prices.       As 

discussed  in  the  previous  section,  "Economic  Overview",  the  outlook  for  the  majority  of  these  targeted 

assumptions  is  positive  for  Montana's  economy.    The  impacts  of  the  current  economic  situation  are 

reflected  in  the  assumptions  that  were  used  to  derive  the  revenue  estimates  and  key  factors  are  briefly 

highlighted  below.    A  detailed  explanation  for  each  revenue  component  is  in  Volume  2  -  Revenue 

Estimates. 

o    Wage  and  salary  income  provides  the  largest  portion  of  total  income  reported  on  state  tax 

returns.    On  average,  wage  and  salary  income  contributes  about  65  percent  of  total  income. 

Average  growth  has  been  5.7  percent  from  calendar  1990  to  2005.    For  calendar  2007,  growth 

is  expected  to  be  9.5  percent,  declining  to  4.9  percent  in  calendar  2006,  4.0  percent  in  2008, 

and  4.3  percent  in  2009. 

o  Capital  gains  income  increased  sharply  in  relative  to  proportion  of  total  income  during  the 
1990s,  growing  from  4.2  percent  to  9.2  percent  of  total  income.  Because  of  "9/11"  and  the 
effects  of  an  economic  recession,  capital  gains  income  plummeted  during  calendar  2001,  2002, 
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and  2003.  By  calendar  2004,  capital  gains  income  began  a  rebound  but  is  projected  to  remain 
stable  at  calendar  2005  levels  through  calendar  2009. 

o  Average  annual  growth  in  employment  between  1990  and  2005  has  been  2.4  percent,  although 
since  2000  the  average  rate  of  growth  has  been  1.7  percent.  It  is  expected  that  employment 
growth  through  2006  will  be  2.0  percent  and  decline  to  1.6  percent  in  calendar  2006.  Growth  is 
expected  to  slow  further  in  2008  and  2009  to  1 .4  and  1 .2  percent,  respectively. 

o  Population  growth  since  the  early  1990s  has  been  positive,  varying  between  0.1  percent  in  1998 
to  2.3  percent  in  2000.  Growth  through  the  next  biennium  is  estimated  at  0.7  percent  annually. 
Population  growth  has  an  impact  on  revenues  from  consumption  and  individual  income  taxes. 

o  Since  1990,  inflation  has  averaged  2.7  percent  annually  and  is  estimated  at  2.3  percent  through 
calendar  2009. 

o  Between  1990  and  1997,  U.S.  corporation  tax  profits  increased  an  average  10.3  percent  per 
year,  but  have  decreased  an  average  3.0  percent  annually  from  1997  through  2001,  the 
greatest  decrease  of  -8.5  percent  occurring  in  2001.  In  2004  and  2005,  corporate  profitability 
increased  by  26.0  percent  and  32.7  percent  respectively.  That  trend  is  not  expected  to 
continue,  with  projected  annual  increases  of  approximately  1 .7  percent  between  2007  and  2009 

o  Property  tax  values  increased  slowly  in  the  1990s  but  fell  in  fiscal  2000  and  2001 ,  primarily  due 
to  legislative  changes  that  reduced  the  tax  rate  for  business  equipment  property.  Property 
values  resumed  an  upward  trend  in  2002  and  have  increased  every  year  since  that  time.  That 
trend  is  expected  to  continue  through  the  next  biennium  with  an  average  annual  growth  of  about 
3.9  percent. 

o  Interest  rates  declined  dramatically  beginning  in  January  2001  to  an  unprecedented  low  in  2004. 
However,  as  the  economy  started  to  regain  strength  in  2004,  and  the  Federal  Reserve  began 
increasing  the  discount  rate.  Short-term  interest  rates  are  expected  to  remain  stable  during  the 
2009  biennium.  Long-term  rates  are  expected  to  increase  slightly  through  the  2009  biennium. 

o  As  discussed  in  the  previous  section,  high  energy  prices,  especially  for  oil  and  natural  gas,  are 
expected  to  result  in  substantially  increased  production  levels  from  these  commodities  in 
Montana.  Oil  production  was  over  32  million  barrels  in  2005,  and  is  expected  to  be  near  35 
million  barrels  in  2006.  Production  is  expected  to  peak  in  2007,  just  over  38  million  barrels  and 
then  decline  to  36  million  and  32  million  barrels  in  calendar  2008  and  2009,  respectively. 
Natural  gas  production  was  80  million  cubic  feet  (MCF)  in  2003,  and  is  expected  to  be  107 
million  MCF  in  2006,  107  million  MCF  in  2007,  104  million  MCF  in  2008,  and  100  million  in 
calendar  2009. 

General  Fund  Disbursement  Implications 

Montana's  disbursement  growth,  like  revenue  growth,  is  responsive  to  economic  and  demographic 
conditions.  While  income  levels,  commodity  prices,  and  interest  rates  influence  revenue  collections 
significantly,  disbursement  levels  are  more  susceptible  to  population  trends  and  demographic 
characteristics.  Inflation  rates  also  impact  disbursement  amounts,  but  are  not  a  good  overall  measure 
of  disbursement  trends. 
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As  happens  to  every  consumer,  the  price  government  pays  for  goods  and  services  increases  because 
of  price  adjustments.  Although  state  government  does  not  purchase  the  same  mix  of  goods  that 
consumers  do,  the  price  of  the  goods  they  do  purchase  will  increase  in  response  to  adjustments  for 
inflation.  Correctional  services  are  a  good  example  of  a  state  operation  that  experiences  high 
inflationary  impacts  relative  to  food  and  medical  service  purchases. 

Over  20  percent  of  general  fund  expenditures  are  labor  costs.  Historically,  the  legislature  has 
attempted  to  adjust  employee  compensation  upward  by  an  amount  that  recognizes  the  effect  inflation 
has  on  an  employee's  take-home  pay.  The  adopted  legislative  budget  increases  employee  pay  by  3 
percent  each  year  of  the  biennium  to  compensate  for  these  inflationary  impacts. 

Finally,  over  60  percent  of  general  fund  expenditures  are  educational  support  costs  and  direct  human 
service  benefits.  For  both  of  these  types  of  services,  inflationary  increases  can  be  substantial. 
Educational  costs  are  directly  tied  to  an  increase  in  employee  compensation,  while  human  service 
benefits  are  heavily  influenced  by  the  cost  of  medical  services. 

As  discussed  previously,  total  population  growth  trends  have  been  somewhat  erratic  varying  from 
almost  no  growth  to  over  2  percent  in  2000,  with  growth  rates  expected  to  be  about  0.7  percent  per 
year  throughout  the  next  biennium.  Even  at  this  modest  rate,  the  demand  for  state  services  continues 
to  increase.  Depending  on  the  demographics  (age,  income,  etc.)  of  the  population  base,  the  demands 
for  government  services  are  a  direct  result  of  increased  school  enrollments,  human  service  caseloads, 
and  government  employee  workloads.  With  a  shift  in  average  age,  school  populations  have  declined 
while  human  services  and  corrections  populations  have  grown.  "Baby  boomers"  will  continue  to  place 
increased  pressures  on  government  social  programs  as  they  enter  retirement  age. 

The  adopted  legislative  budget  reflects  a  steep  demand  for  government  services  due  to  a  myriad  of 
reasons  (see  page  61).  The  legislature  increased  general  fund  appropriations  by  $380  million  over  the 
FY  2006  biennium  base  just  to  continue  existing  state  services.  Significant  increases  are  targeted  to 
human  service,  education,  and  public  safety  services,  which  represent  nearly  78  percent  of  all  general 
fund  spending.  In  total,  the  legislative  budget  adopted  in  HB2  (including  pay  plan  and  retirement 
adjustments)  is  an  increase  in  general  fund  authority  over  the  FY  2006  biennium  base  of  $651  million 
(24.9  percent). 

General  Fund  Economic  Implications  -  Summary 

In  summary,  revenue  growth  is  expected  to  be  moderate  through  the  2009  biennium,  and  when 
coupled  with  a  large  beginning  general  fund  balance,  the  2007  Legislature  faced  an  unprecedented 
fund  balance  as  it  began  to  prioritize  state  spending.  Montana  experienced  the  economic  recession  of 
the  early  2000s  but  not  nearly  as  severely  as  the  rest  of  the  nation.  Although  state  revenues  dropped 
off  sharply  during  this  time,  revenue  collections  recovered  in  FY  2004,  FY  2005,  and  FY  2006. 

The  cost  of  governmental  services  will  continue  to  increase,  even  with  a  moderate  rate  of  inflation  and 
a  slow  growth  rate  in  total  population.  School  enrollments  are  declining,  yet  costs  to  support  public 
schools  continue  to  increase,  especially  in  view  of  the  recent  court  decision  that  determined  that 
schools  were  under-funded.  Human  services  costs  will  continue  to  escalate  because  of  greater 
caseload  demands,  higher  medical  costs,  and  an  increase  in  the  state  Medicaid  match  rate  resulting 
from  improved  per  capita  incomes.  Corrections  population  growth  projections  will  also  add  to 
significant  expenditure  growth  pressures. 
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While  the  60th  Legislature  faced  a  bright  financial  picture,  there  were  significant  challenges  and  issues 
that  needed  to  be  addressed.  Unfunded  retirement  liabilities,  school  funding,  health  care  costs, 
maintenance  of  state  facilities,  and  correctional  system  populations  are  just  a  few  of  the  major  issues 
that  were  addressed.  Furthermore,  there  is  always  uncertainty  surrounding  the  price  of  oil  and  the 
impact  the  natural  resource  industry  has  on  the  economy  in  Montana.  A  sharp  drop  in  the  price  of  oil 
could  significantly  reduce  revenues  from  oil  production  taxes,  corporation  income  taxes,  and  individual 
income  taxes. 
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What  were  the  major  fiscal  challenges  facing  the  2009  legislature? 

What  actions  did  the  legislature  take  to  address  the  challenges? 

What  are  the  significant  issues  that  remain  in  the  wake  of  this  session? 


MAJOR  FISCAL  CHALLENGES  AND  SOLUTIONS 


The  Legislative  Budget  Analysis  2009  Biennium,  released  in  January  2007,  identified  a  number  of 
major  fiscal  challenges  that  the  60th  Legislature  would  face  when  it  convened.  These  ranged  from  the 
level  of  public  school  funding  required  to  estimating  the  health  care  needs  of  the  state  to  funding  a 
growing  corrections  population  and  caseload  to  meeting  the  ongoing  costs  of  state  workforce  and 
infrastructure.  These  challenges  are  complicated  by  another  dimension  of  challenges  related  to  the 
sustainability  of  state  revenues  and  ensuring  that  state  government  lives  within  its  means. 

A  sizable  available  balance  was  and  still  is  anticipated  for  the  end  of  the  2007  biennium,  and  strong 
collections  are  anticipated  through  the  2009  biennium,  which  would  imply  that  that  meeting  the  fiscal 
challenges  would  not  be  a  daunting  task.  However,  in  the  end,  it  seems  that  the  sizable  balance  was 
possibly  the  greatest  challenge  of  them  all... how  the  legislature  would  piece  together  a  balanced 
budget  that  serves  the  needs  of  the  citizens  of  Montana,  is  sustainable,  and  at  the  same  time  providing 
meaningful  tax  relief  to  taxpayers.  When  all  was  said  and  done,  at  the  conclusion  of  the  90-day  regular 
session  and  a  5-day  special  session,  few  legislators  seemed  pleased  with  the  final  product  but  the 
collective  body  had  taken  actions  that  met,  at  least  in  part,  many  of  the  challenges  outlined  before  the 
session. 

What  remains  to  be  determined  are  the  answers  to  those  questions  and  concerns  about  the 
sustainability  of  the  recent  growth  in  revenues.  Of  the  revenue  received  in  the  recent  two  years  and 
anticipated  in  the  next  two  years,  how  much  can  be  considered  ongoing  in  nature  and  how  much  will  be 
determined  to  be  one-time  revenues  that  cannot  be  counted  on  in  the  future  years.  And  what  does  the 
future  hold  for  Montana  economic  growth  and  stability? 

To  provide  some  perspective  on  the  outcomes  of  the  2007  legislative  session  and  subsequent  special 
session,  the  following  restates  the  challenges  identified  before  the  session,  followed  by  a  description  of 
relevant  actions  of  the  legislature  and  remaining  fiscal  issues  identified  by  the  legislative  fiscal  staff. 


Fiscal 
Challenge 


Funding  for  schools  remains  a  significant  fiscal  challenge  in  spite  of  the  work  done 
during  the  interim  by  the  Quality  Schools  Interim  Committee  and  the  funding  provided  in 
the  December  2005  Special  Session.  These  activities  and  actions  were  a  response  to  a 
district  court  decision  in  April  2004  (upheld  by  the  Montana  Supreme  Court  in  November  2004)  finding 
that  state  funding  for  K-12  education  is  not  adequate  and  that  the  current  funding  methodology  is 
unconstitutional.  The  coalition  that  brought  the  suit  commissioned  a  study  to  again  determine  whether 
funding  is  adequate.  The  results  of  the  study  were  expected  by  the  beginning  of  the  2007  session 
which  could  result  in  pressure  for  more  school  funding  over  and  above  inflationary  increases.  In 
addition,  although  school  enrollment  has  been  declining  for  several  years,  there  is  evidence  that  the 
trend  is  reversing  as  projections  show  slight  increases  at  the  elementary  level  beginning  in  the  current 
year  and  the  number  of  births  has  been  increasing  for  the  past  5  years. 
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Legislative  Action:  In  the  2007  special  session  the  legislature  increased  state  support  for  K-12  by 
$107.4  million  in  the  2009  biennium,  which  represents  a  9.4  percent  biennium  to  biennium  increase. 
The  new  money  is  for  full-time  kindergarten  as  well  as  other  initiatives.  Not  counted  in  this  is  new 
money  for  inflation  ($42  million)  and  continuation  of  the  December  2005  special  session  payments  of 
$71  million  (in  the  December  2005  special  session,  the  legislature  provided  $35  million  in  ongoing  state 
support  for  FY  2007,  as  well  as  $32  million  in  one-time  only  support).  The  2007  Legislature  also 
approved  new  state  appropriations  that  do  not  represent  new  money  to  school  districts.  These  include 
$21  million  in  property  tax  relief  and  $41  million  in  savings  for  a  new  school  facilities  trust. 

Issue:  The  most  recent  research  regarding  the  adequacy  of  Montana's  K-12  funding  system  was 
delivered  in  a  paper  by  Augenblick,  Palaich  and  Associates  in  January  2007.  The  study  said  that  in 
order  for  Montana  to  meet  the  requirements  of  the  federal  No  Child  Left  Behind  Act  by  2014,  overall 
funding  for  Montana's  K-12  system  must  increase  by  $325  million  per  year,  phased  in  over  7  years. 
Requiring  that  the  K-12  system  spend  $325  million  more  per  year  in  seven  years  will  be  a  challenge. 
This  is  an  increase  of  25  percent  over  current  spending,  or  3.5  percent  per  year.  This  is  challenging  but 
unreachable.  However  the  study  was  unclear  whether  this  number  was  in  2014  dollars  or  2007  dollars. 
If  it  is  in  2007  dollars,  the  inflated  increase  in  2014  would  be  close  to  400  million  per  year,  or  an 
increase  of  31  percent  over  7  years.  The  study  also  gave  no  prescription  regarding  the  state  share  and 
the  local  share  for  the  required  increase  in  spending.  Please  note  that  other  studies  conducted  earlier 
in  the  interim  varied  significantly  in  their  conclusions  about  funding  adequacy. 

It  is  unknown  whether  the  plaintiffs  in  the  2004  adequacy  lawsuit  will  ask  the  district  court  for  a  show 
cause  hearing.  Such  a  request  would  signal  that  the  plaintiffs  are  not  satisfied  with  the  amount  of 
funding  supplied  by  the  legislature  in  FY  2007  and  the  2009  biennium. 


Fiscal 
Challenge 


Health  care  costs  make  up  a  large  share  of  total  state  and  local  government 
expenditures.  A  2005  report  by  the  Milbank  Memorial  Fund  and  the  National  Association 
of  State  Budget  Officers  showed  that  Montana  state  government  health  care 
expenditures  for  FY  2003  were  nearly  26  percent  of  total  state  expenditures  (all  funds).  Besides  the 
obvious  spending  categories  of  Medicaid  and  CHIP,  health  care  costs  are  a  component  of  state 
employee  costs,  corrections  costs,  and  higher  education  costs,  as  well  as  distributions  to  local 
governments  and  schools.  With  growth  of  medical  and  prescription  drug  costs  well  ahead  of  normal 
inflation,  there  is  no  relief  in  sight.  This  trend  is  accompanied  by  other  variables:  1)  a  growing  number 
of  uninsured,  and  2)  increased  complexity  in  the  way  health  care  is  provided  due  to  advances  in 
treatment,  including  advances  in  technology,  that  make  it  possible  to  treat  patients  that  may  not  have 
had  treatment  options  before.  Growing  state  costs  are  fueled  to  some  degree  by  an  aging  population 
with  growing  demands  for  services  and  reductions  in  the  federal  Medicaid  rate.  Underestimating  costs 
could  result  in  a  budget-breaking  supplemental  request  or  further  reductions  in  health  care  services. 

Health  care  costs  are  an  important  part  of  the  dynamic.  The  legislature  also  considers  programs  to 
ensure  that  people  have  access  to  health  care.  If  persons  do  not  have  insurance  or  the  financial 
means  to  pay  for  health  care,  they  may  delay  treatment  when  it  sometimes  costs  more  to  treat  a 
condition  in  its  later  stages.  If  medical  bills  go  unpaid,  it  results  in  a  cost  shift  to  other  payers,  including 
public  programs. 
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Legislative  Action:  The  2007  Legislature  expanded  support  for  health  care  services.  Health  care 
services  provided  through  Medicaid  account  for  $1.8  billon  or  almost  23  percent  of  the  total  2009 
legislative  appropriations.  The  legislative  budget  provides  a  number  of  increases  in  Medicaid  including: 
$117.5  million  in  service  utilization;  $41.2  million  in  service  and  eligibility  expansions;  $78.7  million  in 
provider  and  direct  care  worker  wage  increases  and  $89.9  million  in  hospital  utilization  fees  to  ensure 
availability  of  services;  and  $21.6  million  in  increased  general  fund  support  to  offset  declines  in  federal 
funds.  Other  legislative  health  care  services  expansions  include  $18.8  million  total  funds  for  community 
mental  health  services  and  prevention  programs,  $9.6  million  in  state  special  revenue  to  provide  health 
insurance  to  uninsured,  $5.4  million  state  special  revenue  for  chronic  disease  prevention  programs,  and 
$8.2  million  to  expand  eligibility  for  the  Children's  Health  Insurance  Program  (CHIP). 

HB  13,  the  state  pay  plan  bill,  appropriated  $13.5  million  over  the  biennium  for  increases  in  the  monthly 
employer  contribution  to  state  employee  insurance,  raising  the  total  employer  contribution  to  $626  in 
2009.  The  legislature  also  appropriated  $1.3  million  general  fund  for  start  up  costs  for  community 
health  centers. 

Issue:  The  challenges  surrounding  health  care  costs  and  access  to  care  are  always  enormous  and 
frequently  debated.  These  issues  are  high  on  the  list  of  policy  discussions  at  every  level  of  government 
and  throughout  the  private  sector,  whether  it  is  a  discussion  of  how  to:  improve  access  to  health  care; 
control  prescription  drug  costs;  structure  employee  benefit  plans;  to  keep  citizens,  employees,  and 
families  healthy  and  productive.  Legislative  consideration  of  the  issues  and  programs  that  relate  in  any 
way  to  the  cost  of  health  care  is  a  small  piece  of  the  overall  debate.  Controlling  health  care  costs  will 
require  a  larger,  more  encompassing,  solution.  The  executive  and  legislature  can  seemingly  only  chip 
away  at  health  care  issues  until  a  more  global  solution  is  found. 


Fiscal 
Challenge 


Correctional  offender  population  continues  to  grow.  From  FY  2000  through  FY  2006, 
the  number  of  offenders  in  secure  custody,  community  placement,  and  under  community 
supervision  increased  from  8,854  to  11,718,  an  average  annual  growth  of  4.8  percent. 
The  Department  of  Corrections  projects  that  all  segments  of  the  correctional  system  will  grow  in  the 
2009  biennium,  with  overall  population  increasing  from  11,718  in  FY  2006  to  14,571  in  FY  2009,  or  7.5 
percent  per  year  in  FY  2008  and  2009.  Controlling  expenditures  in  this  area  of  the  budget  requires 
legislators  to  look  at  sentencing  criteria,  how  court  actions  and  alternatives  impact  the  population,  how 
to  prevent  individuals  from  entering  the  correctional  system  or  returning  to  the  system,  as  well  as  the 
costs  and  benefits  of  various  treatment  and  incarceration  alternatives. 


Legislative  Action:  General  fund  expenditures  for  the  2009  biennium  increase  $105.6  million, 
including  pay  plan  and  retirement  costs.  This  represents  43.9  percent  increase  over  the  previous 
biennium.  The  legislature  budgeted  for  a  population  growth  of  6.1  percent  in  FY  2008  and  6.3  percent 
in  FY  2009,  or  from  1 1 ,71 8  in  FY  2006  to  1 4,205  in  FY  2009. 

Issue:  The  legislature  continued  to  emphasize  community  and  treatment  alternatives  as  opposed  to 
secure  beds  and  a  belief  that  its  investment  in  these  types  of  programs  would  decrease  recidivism  and 
growth  in  the  correctional  system.  This  was  among  the  rationale  considered  by  the  legislature  in 
providing  funding  that  supports  a  lower  level  of  "average  daily  population"  growth  than  requested  in  the 
executive  budget  and  projected  by  the  department. 
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One  factor  that  will  add  to  population  growth  is  the  passage  and  approval  of  SB  547,  commonly  known 
as  Montana's  "Jessica's  law".  The  department  anticipates  this  will  add  32  offenders  a  year  to  the 
correctional  system.  Over  he  course  of  25  years,  compounded  annually,  this  is  a  total  of  800  offenders 
added  to  the  correctional  system. 


Fiscal 
Challenge 


Higher  education  has  been  funded  to  a  greater  and  greater  extent  in  recent  biennia  with 
increased  tuition  charges  to  students,  as  general  fund  has  become  a  smaller  share  of 
total  funding.  The  legislature  will  need  to  reconcile  the  difference  between  what  the  total 
state  funded  share  of  higher  education  should  be,  and  what  the  state  can  afford.  In  addition,  the 
legislature  needs  to  determine  how  to  make  the  accountability  measures  (developed  by  the 
Postsecondary  Education  Policy  and  Budget  Subcommittee  (PEPB))  operational  with  the  university 
system  budget. 


Legislative  Action:  The  2009  biennium  budget  approved  by  the  legislature  in  HB  2  included  $25.6 
million  general  fund  to  support  the  College  Affordability  Plan  (CAP)  to  freeze  student  tuition  at  their 
current  level  for  academic  years  2008  and  2009.  While  the  Board  of  Regents  has  agreed  that  this  level 
of  funding  would  be  sufficient  to  maintain  tuition  with  no  increases,  the  legislature  has  no  authority  to 
enforce  this  agreement  as  the  Regents  have  sole  governance  authority  over  the  Montana  University 
System,  including  the  sole  authority  to  set  tuition  rates. 

The  $25.6  million  funding  level  is  based  upon  a  negotiated  agreement  between  the  university  system 
and  state  government  as  to  the  present  law  cost  adjustment  rates  for  the  primary  cost  drivers  in  the 
university  educational  unit  budgets.  In  addition  to  an  agreement  on  the  present  law  adjustment  rates, 
the  legislature  agreed  to  fund  these  adjustments  at  an  85  percent  state  share  level.  The  state  percent 
share  of  funding  in  the  prior  biennium  was  approximately  42  percent.  The  85  percent  is  based  upon  the 
ratio  of  Montana  resident  students  plus  regional  exchange  students  to  total  student  enrollment,  as  the 
remaining  15  percent  is  non-resident  students. 

Historically,  the  state  percent  share  level  of  funding  has  been  based  upon  the  ratio  of  state  funding  as 
part  of  the  overall  revenue  for  the  university  units,  which  was  approximately  39  percent  in  the  FY  2006 
base.  Therefore,  in  the  2009  biennium  budget  the  legislature  has  approved  both  a  new  fiscal  formula 
for  determining  present  law  cost  adjustments  for  the  university  system  and  a  new  mechanism  to 
determine  the  state  percent  share  of  funding. 

Issue:  Given  the  split  constitutional  authority  between  the  Board  of  Regents  and  the  legislature,  the 
CAP  proposal  by  the  executive  would  not  be  binding  upon  the  university  system  specific  to  resident 
student  tuition  rates.  At  best,  the  CAP  is  a  proposed  agreement  that  would  not  have  the  force  of  law. 


Fiscal 
Challenge 


State  employee  pay  and  benefits  are  likely  to  be  a  topic  of  debate  for  the  2007  session. 
State  employees  received  a  3.5  percent  increase  in  FY  2006  and  a  4.0  percent  increase 
in  FY  2007,  following  a  minimal  increase  in  the  previous  biennium.  State  contributions  to 
employee  health  insurance  benefits  attempt  to  keep  pace  with  the  growth  in  those  costs,  costs  that 
continue  to  climb.  Personal  services  costs  are  a  large  portion  of  the  funding  of  state  government  and 
proposed  increases  warrant  some  scrutiny.  At  the  same  time,  state  government  must  be  able  to  offer 
competitive  compensation  in  order  to  recruit  and  retain  a  qualified  workforce. 
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Legislative  Action:  The  legislature  approved  the  Governor's  proposed  pay  plan  in  HB  13  which 
includes  a  3  percent  per  year  increase  in  state  employee  salaries  (provided  as  of  October  of  each 
year),  and  adjustments  to  the  state  share  of  health  insurance  cost  of  $396  and  $432  in  calendar  years 
2008  and  2009,  respectively.  The  pay  plan  bill  also  includes  a  "flexibility  component"  (0.6  percent) 
intended  to  allow  agencies  to  provide  salary  adjustments  for  such  things  as  progression,  competencies, 
and  performance,  and  an  increased  longevity  increment  (1.5  percent  to  2  percent)  for  employees  that 
have  worked  10  years.  In  addition,  HB  13  provides  for  making  the  already  partially  implemented 
"broadband  pay  system"  the  state's  primary  compensation  system.  The  estimated  cost  of  the  proposal 
is  $58.6  million  general  fund  and  $42.2  million  other  funds  over  the  biennium. 

Issue:  One  of  the  primary  goals  of  a  conversion  to  a  broadband  pay  plan  is  to  improve  recruitment 
and  retention  of  employees.  Generally,  changes  in  salary  for  these  purposes  have  taken  place  outside 
of  the  pay  plans  reviewed  and  approved  by  the  legislature,  and  are  built  into  statewide  present  law 
adjustments.  Consequently,  these  changes  are  not  transparent  to  the  legislature,  and  the  legislatively 
reviewed  pay  plan  becomes  a  smaller  part  of  the  factors  that  cause  adjustments  in  salaries.  In  the 
future,  with  the  full  implementation  of  the  broadband  plan,  the  legislature  may  want  to  review  any 
proposed  pay  plan  within  that  context,  and  provide  more  guidance  on  the  implementation  of  the 
alternative  pay  plan,  including  establishing  measures  for  gauging  success  in  addressing  recruitment 
and  retention.  Efforts  during  the  regular  session  to  provide  some  "side  rails"  to  broadband  pay  plans 
were  cut  short  by  a  transmittal  deadline. 


Fiscal 
Challenge 


The  financial  condition  of  public  employee  retirement  funds  remains  a  significant  issue 
among  the  challenges  facing  the  legislature.  The  state  constitution  requires  that  public 
retirement  funds  be  actuarially  sound  and  state  law  provides  that  contributions  to  the 
plans  be  sufficient  enough  to  amortize  the  unfunded  actuarial  accrued  liability  (UAAL)  over  30  years. 
The  investment  losses  of  the  2001-2002  recession  accompanied  by  the  approval  of  unfunded  benefit 
enhancements,  have  yet  to  be  recovered  in  full.  In  spite  of  an  infusion  of  $125  million  by  the  legislature 
and  some  changes  in  investment  strategies  intended  to  at  least  stabilize  investment  returns,  four  of  the 
public  pension  plans  still  have  UAAL's  that  cannot  be  amortized  over  a  30-year  period.  The  picture  has 
improved,  but  the  total  unfunded  liability  of  the  four  plans  is  reported  at  $1.3  billion,  of  which  $581 
million  is  needed  to  satisfy  the  amortization  requirement. 

Legislative  Action:  The  legislature,  in  HB  63,  approved:  1)  a  $50  million  cash  infusion  to  the 
Teachers'  Retirement  System  (TRS);  2)  a  phase-in  of  higher  employer  contribution  rates  for  TRS, 
funded  by  state  funds  to  avoid  property  tax  increases;  and  3)  closing  loopholes  in  the  TRS  benefits 
calculations.  In  HB  131,  the  legislature  approved:  1)  reducing  the  guaranteed  annual  benefit 
adjustment  for  new  hires  in  the  Public  Employees'  Retirement  System  (PERS),  the  Sheriffs'  Retirement 
System,  and  the  Game  Warden  and  Peace  Officers'  Retirement  System  (GWPORS)  from  3  percent  to 
1.5  percent;  and  2)  increasing  employer  contribution  rates  for  PERS  and  SRS  to  actuarially  fund  the 
remaining  liability  down  to  being  amortized  within  the  30  year  period.  Although  these  actions  go  a  long 
ways  toward  solving  the  unfunded  liability  problem,  they  do  not  completely  satisfy  the  constitutional  and 
statutory  criteria.  The  resulting  amortization  period  for  TRS  is  33.2  years,  for  PERS  is  30.2  years,  and 
for  SRS  is  30.6  years.  It  can  be  argued  that,  at  least  for  PERS  and  SRS,  the  criteria  are  very  close  to 
satisfied. 

Issue:  Future  actuarial  valuations  will  determine  the  potential  impact  of  these  changes  as  the 
retirement  plans  depend  upon  how  actuarial  assumptions  into  the  future  play  out.     From  another 
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perspective,  legislators  need  to  understand  that  there  are  long-term  on-going  costs  that  will  become 
part  of  base  budgets  for  many  years  to  come.  Regardless,  retirement  boards,  plan  administrators,  and 
legislators  will  need  to  be  vigilant  in  maintaining  the  soundness  of  these  plans.  The  health  of  these 
various  plans  will  continue  to  be  a  challenge  in  light  of  the  volatility  of  investments  and  the  changing 
demographics  that  make  up  the  actuarial  assumptions. 


Fiscal 
Challenge 


Management  of  capital  assets  is  an  important  function  of  state  government.  A  key 
component  is  the  maintenance  of  state  facilities  and  other  assets.  The  deferral  of 
such  maintenance  has  been  a  long-standing  issue,  made  worse  by  the  budget  shortfalls 

of  recent  years.     Delaying  maintenance  activities  can  result  in  higher  future  costs  as  facilities 

deteriorate  beyond  the  need  for  ordinary  repairs  and  replacements. 


Legislative  Action:  In  the  2009  biennium,  the  legislature  showed  a  greater  commitment  to  state 
building  maintenance  and  construction  by  including  one-time  general  fund  transfers  (OTO)  of  $126.1 
million  to  the  capital  projects  account.  With  OTO  funds,  the  legislature  addressed  some  of  the  critical 
need  for  deferred  maintenance  in  the  state  complex.  HB  4,  passed  in  the  May  2007  special  session, 
included  numerous  appropriations  designed  to  reduce  the  deferred  maintenance  backlog,  estimated  at 
over  $200  million,  by  between  $40  million  and  $65  million.  However,  the  Sixtieth  Legislature  did  not 
address  the  ongoing  problem  of  inadequate  capital  maintenance  funding.  If  the  issue  of  inadequate 
capital  maintenance  funding  is  not  addressed,  the  resulting  deferred  maintenance  backlog  will  continue 
to  increase. 

Issue:  The  issue  of  the  major  maintenance  funding  inadequacy  and  the  growing  deferred 
maintenance  backlog  has  generated  the  concern  of  both  the  executive  and  the  legislature,  and  both 
have  developed  ideas  on  how  best  to  attack  the  problem. 


Fiscal 
Challenge 


Legislation  known  as  the  Montana  Public  Defender  Act  (SB  146),  enacted  by  the  2005 
Legislature,  created  a  statewide  public  defender  system.  This  new  statewide  system 
became  operational  beginning  July  1,  2006  (FY  2007).  The  new  system  is  charged  with 
providing  public  defender  services  in  all  courts  in  this  state  and  is  administered  by  the  Office  of  Public 
Defender  (OPD).  This  new  function  has  reported  funding  shortfalls  for  FY  2007  and  is  expected  to 
request  a  supplemental  appropriation  of  about  $3.3  million. 


Legislative  Action:  The  legislature  approved  appropriations  of  $19.8  million  total  funds  for  FY  2008 
and  $20.2  million  total  funds  for  FY  2009.  For  FY  2007,  the  legislature  also  approved  a  supplemental 
appropriation  that  ended  up  being  $5.4  million. 

Issue:  The  2009  biennium  funding  of  $19.8  million  for  FY  2008  and  $20.2  million  for  FY  2009  is 
significantly  greater  that  the  $14.1  million  appropriated  by  the  legislature  for  FY  2007,  the  first  year  of 
operation  for  the  new  system.  Lack  of  detailed  data  supporting  estimates,  historical  expenditure 
patterns,  and  caseload  data  made  it  difficult  to  determine  what  factors  drive  the  costs  and  thus,  what 
level  of  funding  is  necessary  to  support  the  system  the  legislature  envisioned.  This  lack  of  data  also 
makes  it  difficult  to  identify  potential  policy  decisions  or  changes  to  this  new  system  that  the  legislature 
might  find  desirable.  FY  2008  is  anticipated  to  be  the  first  full  year  of  implementation  of  the  new 
system.  Thus  when  the  legislature  convenes  in  FY  2009,  it  will  have  only  one  year  of  data  for  the  fully 
implemented  system. 
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Fiscal 
Challenge 


Pending  litigation  and  subsequent  court  rulings  can  impact  state  finances.  The  school 
finance  litigation  lawsuit  outcomes  are  still  under  scrutiny.  Currently,  there  are  three 
lawsuits  related  to  workers'  compensation  claims  that  could  have  significant  general  fund 
consequences.  Another  lawsuit  is  challenging  requirements  for  dam  owner  to  make  lease  payments  on 
navigable  stretches  of  Montana  rivers.  And  finally,  there  is  a  suit  protesting  state  property  taxes  of  a 
state  power  company. 


Legislative  Action:  With  the  possible  exception  of  school  funding  decisions,  legislative  actions  were 
not  taken  relative  to  pending  legislation.  One  of  the  workers'  compensation  cases  was  settled  but 
impact  is  relatively  minor.  Other  potential  outcomes  are  still  pending.  As  for  the  school  funding 
litigation,  whether  or  not  the  actions  of  the  legislature  have  an  effect  remains  to  be  seen.  The 
legislature  provided  a  significant  increase  to  schools,  $186  million  in  general  fund  in  the  2009  biennium 
over  the  2007  biennium,  a  16.25  percent  increase. 

Issue:  The  legislature  simply  needs  to  be  aware  of  the  potential  cost  or  revenue  implications  of  the 
array  of  litigation  in  which  the  state  is  a  party.  While  the  outcomes  are  unknown  at  this  time,  each  of 
these  lawsuits  has  the  potential  of  significant  impact  to  state  revenues  or  expenditures. 


Fiscal 
Challenge 


Supplemental  emergency  appropriations  for  the  next  biennium  have  not  in  the  past 
been  budgeted  by  the  legislature  and  not  accounted  for  in  the  ending  fund  balance.  The 
state  continues  to  experience  supplemental  appropriations  each  biennium,  particularly  for 
fire  suppression.  The  state  share  of  fire  costs  for  2007  biennium  surpassed  $36  million.  For  any  future 
biennium,  the  legislature  needs  to  keep  in  mind  that  supplemental  appropriation  requests  are  common, 
with  general  fund  supplemental  appropriations  varying  from  $11.5  million  to  $82.2  million  over  the 
previous  10  biennia. 


Legislative  Action:  Supplemental  appropriations  for  FY  2007  approved  by  the  2007  Legislature  total 
$83.3  million  general  fund  and  $375,000  state  special  revenue.  Some  discussions  during  the  special 
session  regarding  the  2009  biennium  budget  raised  expectations  of  supplemental  appropriations  for  FY 
2009,  implying  that  there  are  already  areas  of  the  2009  biennium  budget  that  are  under-funded. 

Issue:  Typically,  the  potential  for  supplemental  appropriations  is  considered  a  component  of  the  fund 
balance  reserve,  but  has  not  been  specifically  identified  in  the  balance  sheet.  This  speaks  to  the  need 
for  an  adequate  reserve,  which  is  discussed  later,  or  the  need  to  anticipate  supplemental  appropriations 
in  the  balance  sheet  as  a  separate  item. 


Fiscal 
Challenge 


Potential  loss  of  federal  funds  as  a  source  of  funding  for  many  state  and  federal 
programs  is  a  concern  because  of  the  large  federal  deficit  and  the  administration's  goal 
of  cutting  the  deficit  in  half  by  2008.     The  loss  of  federal  funds  translates  to  either 

reductions  in  services  to  citizens  or  increased  state  costs  to  offset  the  loss,  loss  of  jobs  in  the  state,  and 

loss  of  "imported"  money  into  the  Montana  economy. 
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Legislative  Action:  The  legislative  budget  (HB  2  of  the  special  session)  includes  $3.4  billion  in 
federal  funds  for  the  2009  biennium,  a  $291.4  million,  9.3  percent  increase  over  the  2007  biennium 
(actual  2006  and  budgeted  2007).  This  includes  some  replacement  of  federal  funds  with  general  fund. 

Issue:  The  Montana  budget  has  an  increasing  reliance  on  federal  funds,  as  federal  funds  comprise 
42.9  percent  of  the  total  proposed  HB  2  budget.  A  significant  federal  cutback  could  have  a  devastating 
impact  on  government  services  in  Montana  and/or  the  state  budget. 


Fiscal 
Challenge 


Long-term  stability  of  the  general  fund  becomes  an  issue  when  changing 
demographics  become  a  big  player  in  the  demand  for  government  services  or  are  an 
influencing  factor  in  the  generation  of  state  revenue.  Emerging  examples  of  potential 
instability  are:  1 )  the  aging  population  of  Montana  as  well  as  other  states;  2)  the  tenuous  nature  of 
components  of  some  key  revenue  sources;  3)  the  pending  litigation  mentioned  above;  and  4)  the 
federal  funds  reliance  issue  discussed  above. 


Legislative  Action:  The  legislative  budget,  for  the  most  part,  deals  with  the  upcoming  biennium 
budget  (2009  biennium)  and  does  not  address  the  revenues  and  expenditures  beyond  those  years,  or 
beyond  the  short-term  calculation  of  structural  balance.  The  legislative  budget  does,  as  did  the 
executive  budget,  flag  a  large  number  and  amount  of  expenditures  in  this  budget  as  one-time-only, 
meaning  that  they  will  be  removed  from  the  base  for  the  201 1  biennium  budget.  The  legislature  ended 
the  special  session  with  a  $183.8  million  fund  balance.  The  executive  had  recommended  a  $100 
million  ending  fund  balance  reserve  and  the  establishment  of  a  "Big  Sky  Savings  Account"  or  rainy  day 
fund  as  a  buffer  for  future  uncertainty  and  long-term  instability,  but  the  bill  (SB  137)  developed  by  the 
interim  Legislative  Finance  Committee  in  concert  with  the  executive  was  not  passed  by  the  legislature. 

Issue:  The  legislature  needs  to  be  aware  of  potential  future  impacts  as  it  considers  the  many 
proposals  it  will  face  in  the  upcoming  session.  An  in-depth  assessment  of  the  long-term  sustainability 
of  the  general  fund  may  be  a  prudent  consideration. 


Fiscal 
Challenge 


Economic  development  is  a  high  priority  of  the  administration.  At  various  time  over  the 
years,  legislatures  have  invested  in  numerous  economic  development  efforts  but  have 
historically  had  difficulty  seeing  results,  as  results  are  frequently  difficult  to  measure.  The 
challenge  for  the  legislature  is  to  make  the  funding  of  economic  development  agencies  and  programs 
contingent  on  agencies  providing  measurable  goals  and  objectives  for  such  efforts  and  being  able  to 
document  the  outcomes  and  prove  the  value  of  the  investment. 


Legislative  Action:  The  2007  Legislature  funded  several  economic  development  programs  that 
were  funded  by  the  2005  Legislature  as  one-time-only  appropriations  and  invested  state  funds  in  new 
economic  development  programs.  The  2007  Legislature  approved  the  Governor's  budget  request  for 
funding  the  New  Worker  Training  Grant  Program  ($8.0  million  general  fund),  the  Tribal  Economic 
Development  Grant  Program  ($1.6  million  general  fund),  the  Main  Street  Program  ($0.2  million  fund 
switch  from  state  special  revenue  to  general  fund),  and  the  Made  in  Montana  Program  ($0.2  million 
general  fund).  The  legislature  also  funded  the  Montana  Capital  Investment  Board  that  was  created  by 
the  2005  Legislature  but  not  funded.  The  legislature  approved  a  $2.0  million  general  fund  investment  in 
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biomedical  research  and  $0.7  million  general  fund  investment  for  a  new  initiative  to  promote  and 
develop  energy  infrastructure  in  Montana. 

Issue:  As  is  true  for  many  economic  development  efforts,  there  needs  to  be  accountability  for  the 
investment  that  is  committed  to  a  project.  Measurable  goals  and  objectives,  and  related  accountability 
measures,  are  critical  in  determining  the  effectiveness  of  these  efforts. 


Fiscal 
Challenge 


Controlled  budget  growth  (structural  balance)  will  continue  to  be  a  concern,  regardless 
of  the  sizable  projected  fund  balance  expected  for  the  end  of  the  2007  biennium,  with 
more  moderate  revenue  growth  anticipated  through  the  2009  biennium.   The  challenge 

for  the  legislature  is  to  resist  the  temptation  of  spending  a  large  fund  balance  on  on-going  obligations 

and  to  not  spend  more  in  a  biennium  on  on-going  programs  than  is  available  from  on-going  revenues. 

A  fund  balance,  in  excess  of  projected  revenues  and  a  prudent  reserve,  should  be  considered  one-time 

revenue  just  by  its  very  nature  of  being  unexpected  revenues. 


Legislative  Action:  The  legislature  passed  a  budget  that  is  structurally  balanced  and,  as  analyzed, 
meets  the  challenge  presented  above.  The  longer  term  issue  of  sustainability  is  discussed  in  a  previous 
challenge. 

Issue:  The  legislature  needs  to  keep  the  bigger  fiscal  picture  in  mind  as  it  considers  future  budget 
proposals. 


Fiscal 
Challenge 


Adequacy  of  the  ending  fund  balance  reserve  will  need  to  be  monitored  by  the 
legislature  as  the  session  progresses.  What  will  it  take  to  ensure  that  Montana  keeps  an 
adequate  "safety  net"  in  place? 

Legislative  Action:  The  legislature  ended  the  special  session  with  a  general  fund  ending  fund 
balance  of  $183.8  million,  which  represents  a  5.1  percent  reserve.  This  exceeds  the  proposed  $100 
million  reserve  by  a  difference  that  the  Governor  has  characterized  as  the  "Big  Sky  Savings  Account" 
that  he  proposed  in  the  executive  budget,  but  for  which  legislation  failed  that  would  provide  statutory 
authority  and  structure. 

Issue:  While  the  available  funds  are  well  above  the  recommended  minimum  fund  balance,  the 
question  is:  "How  much  is  enough?"  National  experts  consider  a  3  percent  reserve  to  be  a  minimum 
(about  $110  million).  The  legislative  budget  exceeds  that  amount.  Still,  Montana  is  one  of  only  a  few 
states  without  a  "rainy  day  fund",  as  was  proposed  by  a  bill  jointly  offered  by  the  Legislative  Finance 
Committee  and  the  administration,  a  bill  that  passed  out  of  the  Senate  but  died  in  the  House 
Appropriations  Committee. 


Fiscal 
Challenge 


Economic  uncertainties  can  undermine  revenue-forecasting  efforts,  and  contribute  to 
an  increased  demand  for  government  services  in  areas  such  as  human  services  and 
corrections.  As  in  any  legislative  session,  there  are  many  unknowns  surrounding 
revenue  forecasts.  Capital  gains  income,  corporate  profitability,  and  oil  and  gas  price  and  production 
could  all  fluctuate  significantly.  Assumptions  used  in  the  revenue  forecasting  process  are  based  upon 
the  best  information  available,  but  what  might  happen  to  change  those  assumptions? 
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Legislative  Action:  The  legislature  approved  a  budget  that  leaves  a  $183.8  million  ending  fund 
balance  as  a  reserve. 

Issue:  Regardless  of  the  sizable  fund  balance,  revenues  can  be  fragile  as  was  experienced  in  2002 
and  2003,  when  revenue  shortfalls  were  easily  greater  than  the  projected  2009  biennium  ending  fund 
balance. 


Fiscal 
Challenge 


General  fund  spending  without  HB  2  appropriations  occurs  in  general  fund  non- 
budget  transfers  and  through  statutory  appropriations.  Authority  for  such  spending  is 
authorized  in  statute,  but  doesn't  receive  the  usual  scrutiny  that  HB  2  appropriations 

require.   The  challenge  in  this  case  is  for  the  legislature  to  minimize  the  occurrence  of  spending  that 

does  not  require  regular  scrutiny  by  the  legislature. 


Legislative  Action:  The  legislative  budget  includes  some  rather  significant  increases  in  statutory 
appropriations  and  transfers.  Statutory  appropriations  for  the  2009  biennium  are  estimated  to  be 
$432.1  million  general  fund  and  transfers  are  estimated  to  be  $230.2  million.  However,  the  increases 
are,  for  the  most  part,  one-time-only  in  nature  and  would  not  continue  into  the  next  biennium  without 
legislative  action.  For  example,  the  2009  biennium  statutory  appropriations  include  $98.4  million  that 
will  be  returned  to  taxpayers  in  the  form  of  a  $400  per  household  rebate.  As  for  transfers,  a  $179.9 
million  transfer  of  general  fund  to  the  long-range  building  account  and  a  $25  million  transfer  to  the  water 
adjudication  account  make  up  most  of  the  increase. 

Issue:  The  legislature  has,  over  the  years,  established  numerous  statutory  appropriations  and 
transfers  in  statute,  expenditures  that  do  not  receive  the  same  scrutiny  or  prioritization  as  HB  2 
appropriations.  Legislators  need  to  be  aware  that  these  types  of  disbursements  exist  outside  HB  2. 
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The  purpose  of  this  section  is  to  provide  the  reader  with  a  summary  of  the  2009  biennium  budget  as 
adopted  by  the  60th  Legislature.  It  provides  the  reader  with  a  general  overview  of  the  budget  from  both 
sides  of  the  equation,  revenue  and  appropriations. 

The  first  chapter  provides  a  summary  of  the  general  fund  balance  as  projected  through  the  2009 
biennium  ($183.8  million),  using  revenue  estimates  and  appropriations  adopted  by  the  legislature. 

The  second  chapter,  "Revenue  Summary",  provides  a  summary  of  the  general  fund  revenue  estimates 
as  adopted  by  the  Revenue  and  Transportation  Interim  Committee  ($3,673  billion),  plus  the  revenue 
impacts  of  legislation  passed  in  the  2007  sessions  ($14.7  million),  to  arrive  at  the  total  general  fund 
revenue  projection  for  the  2009  biennium  ($3,688  billion).  It  also  includes  a  summary  of  selected  non- 
general  fund  revenue  estimates.  It  further  provides  a  summary  of  tax  policy  and  initiatives  adopted  by 
the  2007  Legislature,  including  a  bill-by-bill  summary  of  major  tax  policy  and  major  revenue  bills 
adopted  in  the  2007  sessions.  This  chapter  provides  highlights  of  the  information  provided  in  Volume  2 
of  this  report,  "Revenue  Estimates". 

The  third  and  final  chapter  in  this  section,  "Appropriations  Summary",  summarizes  the  major  legislative 
appropriations  for  operating  state  government  in  HB  2  (general  appropriations  act)  and  HB  13 
(employee  pay  plan),  as  well  as  HB  63  and  HB  131,  which  increased  employer  contributions  to  certain 
retirement  systems.  It  provides  major  highlights  of  appropriations  plus  a  summary  of  appropriations  by 
program  area  and  fund  type.  This  chapter  provides  data  in  summarized  form  of  the  information 
provided  in  detail  for  budgets  of  each  state  agency  in  Volumes  3  and  4  of  the  2009  Biennium 
Legislative  Fiscal  Report,  "Agency  Budgets". 
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INTRODUCTION 

The  general  fund  is  the  primary  account  that  funds  a  majority  of  the  general  operations  of  state 
government.  General  fund  expenditures  represent  about  41.1  percent  of  all  state  expenditures  in  the 
general,  state  special,  federal  special,  and  selected  proprietary  fund  types  authorized  in  HB2  (general 
appropriations),  HB13  (pay  plan),  and  HB63  and  HB131  (retirement).  Total  revenues  to  the  account  for 
the  2009  biennium  are  estimated  to  be  slightly  more  than  $3,681  billion,  which  is  an  increase  of  $204.6 
million  (5.9  percent)  from  the  2007  biennium.  Included  in  this  increase  is  the  phased-in  impacts  of 
SB407  (individual  income  tax  reduction)  adopted  by  the  58th  Legislature  and  all  other  tax  policy/revenue 
legislation  enacted  by  the  60th  Legislature.  There  were  a  total  of  33  bills  approved  that  impacted 
general  fund  revenue  for  the  fiscal  period  2007  through  2009.  Total  impact  of  this  legislation  is 
estimated  to  increase  revenues  $14.7  million  over  the  3-year  period. 

Total  disbursements  from  the  account  for  the  2009  biennium  are  estimated  to  be  $3,952  billion,  which  is 
an  increase  of  $653.1  million  (19.8  percent)  from  the  2007  biennium.  This  amount  may  understate  the 
true  increase,  since  $83.3  million  in  supplemental  appropriations  were  approved  for  the  2007  biennium, 
while  no  supplemental  appropriations  were  budgeted  for  the  2009  biennium.  There  were  a  total  of  44 
bills  approved  that  impacted  general  fund  disbursements  for  the  fiscal  period  2007  through  2009. 

Balancing  general  fund  appropriations  against  anticipated  revenues  is  a  major  challenge  of  each 
legislature  and  requires  a  significant  coordination  between  the  taxation  and  appropriation  committees. 
Based  on  legislative  revenue  estimates,  there  are  sufficient  revenues  to  support  the  total  general  fund 
budget,  leaving  an  ending  fund  balance  of  $183.8  million.  This  projected  balance  does  not  include  any 
anticipated  supplemental  appropriations  during  the  2009  biennium,  but  does  include  the  statutory 
authorized  $16.5  million  biennial  emergency  appropriation. 

This  section  provides  a  summary  of  the  general  fund  account  as  projected  through  the  2009  biennium. 
It  begins  with  a  reconciliation  of  the  current  (2007  biennium)  projected  fund  balance  in  order  to  arrive  at 
the  beginning  balance  for  the  2009  biennium.  It  is  followed  by  a  summary  of  the  2009  biennium 
projected  general  fund  balance  using  legislative  revenue  estimates  and  appropriations.  An  overview  of 
significant  legislative  revenue  and  disbursement  actions  is  included. 
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2007  BIENNIUM  GENERAL  FUND  BALANCE 


After  completion  of  the  December  2005  F|9ure  1 

Special     Session      Legislature,     the 

unreserved      ending      general      fund 

balance  for  the  2007  biennium  was 

projected  to  be  $228.6  million  (Figure 

1).     This  balance  was  based  on:   1) 

revenue  estimates  adopted  in  HJ  1 ;  2) 

LFD  statutory  appropriation,  transfers, 

and  reversion  estimates;  3)  all  general 

fund  appropriations  authorized  by  the 

legislature;     and     4)    the    estimated 

impacts     of     all     enacted     revenue 

legislation.  It  was  also  estimated  that 

supplemental    appropriations    for    FY 

2007  would   be  $38.3  million,   which 

was  included  in  this  projected  balance. 

As  Figure  1  shows,  the  revised 
unreserved  general  fund  balance  at  the  end  of  the  2007  biennium  is  now  projected  to  be  $458.9  million. 
This  revised  projection  is  based  on:  1)  revenue  estimates  contained  in  HJ  2  of  the  60th  Legislature;  2) 
LFD  statutory  appropriation,  transfer,  and  reversion  estimates;  and  3)  supplemental  appropriations 
adopted  by  the  legislature.  This  projected  balance  equals  13.2  percent  of  anticipated  revenues  for  the 
2007  biennium  and  is  $230.3  million  above  the  balance  anticipated  after  adjournment  of  the  December 
2005  Special  Session  Legislature. 


Comparison  of  2009  Biennium  General  Fund  Balance 

Special  Session  Budget  vs.  Fiscal  Report  nn  Millions) 

Special  Session 

Fiscal  Report 

Difference 

2007  Biennium 

2007  Biennium    2007  Biennium 

Beginning  Fund  Balance 

$297,440 

$299,792 

$2,352 

Revenues 

Current  Law  Revenue 

3,139.670 

3,470.521 

330.851 

Legislation  Impacts 

6.302 

6.302 

Total  Funds  Available 

$3,437,110 

$3,776,615 

$339,505 

Disbursements 

General  Appropriations 

2,824.181 

2,865.535 

41.354 

Statutory  Appropriations 

269.321 

271.754 

2.433 

Non-Budgeted  Transfers 

54.435 

68.915 

14.480 

Supplemental  Appropriations 

38.326 

83.285 

44.959 

Feed  Bill  Appropriations 

10.236 

8.959 

(1.277) 

Total  Disbursements 

$3.196.499 

$3,298.448 

$101,949 

Adjustments 

(12.015) 

(19.224) 

(7.209) 

Projected  Ending  Fund  Balance 

$228,596 

$458,943 

$230,347 

The  increase  in  the  projected  general  fund  balance  is  due  to  several  factors  that  have  transpired  since 
adjournment  of  the  December  2005  Special  Session  Legislature.  Some  of  these  changes  are  due  to 
legislation  enacted  by  the  60th  Legislature.  Current  law  general  fund  revenues  are  now  estimated  to  be 
$330.9  million  more  than  anticipated  by  the  59th  Legislature,  while  disbursements  are  expected  to  be 
$101.9  million  more  than  authorized  by  the  previous  legislature.  Fund  balance  adjustments  are 
expected  to  be  a  negative  $19.2  million,  which  is  $7.2  million  more  negative  than  anticipated. 


Figure 

2 

2007  Biennium  General  Fund  Estimate  Changes 
Special  Legislative  Session  vs.  HJ  2  of  60th  Legislature 
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The  improved  current  law  revenue 
condition  ($330.9  million)  can  be 
attributed  to  the  factors  shown  in 
Figure  2.  As  shown  in  the  figure,  the 
three  income  sources  primarily 
responsible  for  Montana's  revenue 
picture  improvement  are  individual 
income,  corporation  income,  and 
investment  earnings.  Individual  income 
tax  has  experienced  increased  growth, 
resulting  in  large  part  from  higher 
capital  gains  income  in  calendar  2004 
and  2005,  an  improvement  in  wage 
growth  (especially  in  real  wage  growth 
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per  worker),  and  higher  royalty  income  in  calendar  2004  and  2005.  The  corporation  income  tax  has 
rebounded  as  Montana  and  multi-state  corporations  have  recovered  from  the  2001  recession  and  the 
effects  of  "9/11".  Additionally,  the  impact  of  the  federal  stimulus  bonus  depreciation  provisions  of 
calendar  2002  and  2003  will  now  create  a  decrease  in  the  amount  of  depreciation  expense 
corporations  can  claim  in  future  years.  This  will  result  in  increased  tax  liabilities.  Finally,  investment 
earnings  have  improved  because  of  higher  short-term  interest  rates  and  higher  invested  cash  balances. 

In  addition  to  the  above  revised  revenue  estimates,  legislation  enacted  by  the  60th  Legislature  is 
estimated  to  increase  revenues  by  $6.3  million.  This  amount  is  shown  in  Figure  1  under  the  revenue 
section  as  "Legislation  Impacts". 

The  primary  reasons  for  the  increase  in  disbursements  ($101.9  million)  are  as  follows: 
Increased  Disbursements 

o  Larger  supplemental  appropriations  for  wildfires  ($25.2  million),  Corrections  ($6.3  million);  and 
the  Department  of  Revenue  ($2.4  million),  and  new  supplement  requests  for  Justice  ($1.3 
million  ),  Livestock  ($0.1  million),  Transportation  ($1.3  million),  Judiciary  ($2.5  million),  Public 
Defender  ($5.4  million),  and  the  Office  of  Public  Instruction  ($0.6  million)  and 

o  Increases  in  statutory  appropriations  of  $16.5  million  for  emergency  appropriations  and  $0.7 
million  for  local  entitlement  payments  are  offset  by  a  decrease  to  estimated  statutory 
appropriations  of  premium  taxes  to  retirement  funds  of  $14.9  million,  primarily  due  to  late 
payments  by  the  State  Auditor.  In  addition,  the  2007  legislature  enacted  SB  169  that  increases 
the  local  government  entitlement  payments  for  six  counties  by  $0.1  million  FY  2007. 

o  General  appropriations  increase  due  to  the  net  effect  of  greater  anticipated  reversions  in 
appropriations  for  support  of  public  schools  and  $55.4  million  of  appropriations  authorized  by 
the  60th  Legislature.  Based  on  RTIC  revenue  estimates,  deposits  to  the  guarantee  account  are 
expected  to  increase  due  to  increases  in  mineral  royalty  and  related  revenue.  Therefore, 
general  fund  appropriations,  including  anticipated  reversions,  are  reduced  accordingly.  These 
additional  reversions  are  offset  by  additional  appropriations  approved  by  the  60th  Legislature.  A 
$50.0  million  appropriation  for  the  teacher's  retirement  system  was  approved  for  FY  2007. 

Decreased  Disbursements 

o  Transfers  are  reduced  due  to  reductions  in  anticipated  transfers  from  HB  414  which  did  not 
occur  ($1.1  million),  vehicle  fee  transfers  ($0.2  million),  and  HB  761  ($0.5  million).  These 
reductions  are  offset  by  an  increase  in  DPHHS  non-budgeted  transfers  of  $0.8  million.  In 
addition,  the  2007  legislature  enacted  six  pieces  of  legislation  that  increases  FY  2007  transfers 
by  $15.4  million.  The  largest  of  these  is  $15.0  million  transferred  by  HB  829  to  the  Blackfeet 
Tribe  water  rights  compact  mitigation  state  special  revenue  account. 

o  Estimated  feed  bill  appropriations  decrease  $1.3  million  because  $2.1  million  of  FY  2006 
continuing  feed  bill  appropriations  anticipated  for  the  special  session  (prior  to  the  end  of  FY 
2006)  are  not  included  in  the  updated  estimates.  This  amount  is  offset  by  an  increase  in  the 
estimate  of  the  FY  2007  feed  bill  from  $7.0  million  to  $7.9  million. 

Fund  Balance  Adjustments 

These  adjustments  consist  of  prior  year  adjustments  to  revenues  and  expenditures  and  any  direct 
adjustments  to  fund  balance.  Unlike  the  December  2005  Special  Session  estimates,  this  analysis 
contains  actual  prior  year  adjustments  for  FY  2006  as  well  as  more  recent  estimates  for  FY  2007.  It 
also  includes  the  $15.7  million  prior  year  expenditure  for  the  missed  payment  of  insurance  premium  tax 
revenue  to  retirement  funds  in  FY  2006. 
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As  Figure  1  shows,  the  combined  impact  of  higher  revenues,  higher  disbursements,  and  negative  fund 
balance  adjustments  is  a  net  increase  in  the  projected  fund  balance  of  $230.3  million  for  the  2007 
biennium. 
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2009  BIENNIUM  PROJECTION 

Figure  3  shows  the  2009  biennium  projected  balance  in  the  general  fund  account  prior  to  and  after  the 
60th  Legislature.  The  purpose  of  this  comparison  is  to  highlight  legislative  action  that  established  the 
2009  biennium  budget. 


Figure  3 


Comparison  of  2009  Biennium  General  Fund  Balance 

Pre-Session  Present  Law  vs.  Post-Session  Total  Budget  (in  Millions) 

Pre  Session 

Post  Session 

Di  (Terence 

2009  Biennium 

2009  Biennium 

2009  Biennium 

Beginning  Fund  Balance 

$530,778 

$458,943 

-$71,835 

Revenues 

Current  Law  Revenue 

3,672.973 

3,672.973 

Legislation  Impacts 

8.409 

8.409 

Total  Funds  Available 

$4,203,751 

$4,140,325 

($63,426) 

Disbursements 

General  Appropriations 

Human  Services 

723.499 

787.195 

63.696 

Corrections 

333.600 

346.234 

12.634 

Higher  Education 

327.935 

365.637 

37.702 

Public  Schools 

1,219.632 

1,324.682 

105.050 

Other  Agencies 

399.659 

445.109 

45.450 

Executive/I. FD  PL  Difference 

(109.481) 

109.481 

Total  Gen.  Appropriations 

$2,894,844 

$3,268,857 

$374,013 

Statutory  Appropriations 

297.583 

432.123 

134.540 

Miscellaneous  Appropriations 

16.803 

16.803 

Non-Budgeted  Transfers 

18.436 

235.179 

216.743 

Supplemental  Appropriations 

Language  Appropriations 

0.100 

0.100 

Feed  Bill  Appropriations 

11.020 

11.020 

Anticipated  Reversions 

(7.548) 

(7.548) 

Total  Disbursements 

$3,214,335 

$3,956,534 

$742,199 

Adjustments 

Unreserved  Ending  Fund  Balance 

$989,416 

$183,791 

($805,625) 

The  pre-session  estimate  of  a  positive  $989.4  million  general  fund  balance  was  developed  under  the 
constraints  of  Section  5-12-303,  MCA.  This  statute  requires  the  executive  and  the  Legislative  Fiscal 
Analyst  to  develop  and  analyze  the  biennium  budget  using  base,  present  law,  and  new  proposals  as 
defined  in  Section  17-7-102,  MCA.  In  essence,  the  projected  balance  of  $989.4  million  would  have 
been  the  balance  if  the  legislature  had  continued  state  government  operations  at  the  "present" 
authorized  level,  including  all  existing  taxation  policies.  Also  shown  in  Figure  3  is  a  present  law 
difference  between  the  executive  and  the  Legislative  Fiscal  Division  (LFD)  pre-session  analysis  of 
$109.5  million.  The  LFD  analysis  indicated  that  present  law  costs  as  portrayed  by  the  executive  were 
overstated  by  more  than  $100  million.  Since  this  overstatement  was  recognized  by  the  Legislature,  the 
post  session  column  includes  the  adjustment  in  the  respective  functional  area. 
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The  second  estimate  of  $183.8  million  is  the  post-session  estimate  that  incorporates  all  legislation 
enacted  by  the  60th  Legislature.  Figure  3  highlights  significant  revenue  and  disbursement  actions.  The 
following  discussion  briefly  explains  these  actions. 

Significant  Revenue  Actions 

The  60th  Legislature  did  not  adjust  the  2009  biennium  general  fund  revenue  estimates.  The  revenue 
estimates  as  adopted  by  the  Revenue  and  Transportation  Interim  Committee  on  November  16,  2006, 
were  incorporated  into  HJ  2  (revenue  estimate  resolution)  and  these  estimates  were  used  to  balance 
the  2009  biennium  general  fund  budget.  In  addition,  the  legislature  passed  tax  policy/revenue 
legislation,  which  increased  state  general  fund  revenue  (see  the  Summary  of  Tax  Policy  and  Revenue 
Initiatives).  For  the  2009  biennium,  total  general  fund  revenues  were  increased  by  $8.4  million  due  to 
enacted  legislation. 

A  more  detailed  summary  of  general  fund  revenue  estimates  and  revenue  impacts  of  enacted 
legislation  are  provided  in  the  "Volume  2  -  Revenue  Estimates". 


Significant  Disbursement  Actions 

The  60th  Legislature  increased  general  fund  general  appropriations  (HB  2  plus  HB  13,  HB  63,  HB  131) 
by  about  $374.0  million.  This  increase  was  due  to  changes  in  human  services,  corrections,  higher 
education,  and  public  schools.  The  largest  dollar  increases  were  for  public  schools  and  human 
services.  Other  agencies  include  judiciary,  justice,  and  public  defender. 

The  legislature  also  adopted  an 
employee  pay  plan  for  the  2009 
biennium.  The  pay  plan  increase 
in  HB  13  is  $100.8  million,  with 
$58.6  million  being  provided  by 
the  state  general  fund.  (See 
"State  Employee  Pay  Plan",  on 
page  93  for  additional  details.) 


Figure 

4 

General  Fund  Change  By  Functional  Area 
Pre-Session  Present  Law  vs.  Total  Budget 
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discussed    throughout    the    session.       The    60th    Legislature 


As  with  previous  legislative 
sessions,  there  are  numerous 
miscellaneous  appropriations  ("cat 
and  dog"  bills)  that  were 
enacted    numerous    miscellaneous 

appropriations  for  a  total  of  $16.8  million.  These  bills  are  discussed  in  more  detail  in  agency  narratives 

of  Volumes  3  and  4  of  this  publication  and  on  page  1 06  of  this  Volume. 

As  shown  in  Figure  3,  total  appropriations  for  statutory  and  authorizations  for  non-budgeted  transfers  is 
$667.3  million,  or  16.9  percent  of  the  total  general  fund  budget.  Because  these  authorizations  are 
outside  the  general  legislative  appropriations  sub-committee  process,  they  do  not  receive  the  same 
level  of  review  as  appropriations  in  HB  2.  The  60th  Legislature  enacted  five  new  statutory 
appropriations  and  changed  existing  ones  for  an  increase  of  $0.6  million.  The  legislature  also  enacted 
eight  new  transfers  and  changed  existing  ones  for  an  increase  of  $13.2  million. 
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Contingencies 

No  estimate  is  included  in  the  projected  fund  balance  for  increased  expenditures  due  to  supplemental 
appropriations.  Supplemental  budget  requests  historically  exceed  $20  million  per  biennium. 

Figure  5  shows  the  detailed  general  fund  balance  sheet.  The  2009  biennium  ending  general  fund 
balance  is  projected  to  be  $183.8  million,  including  all  initiatives  adopted  by  the  legislature.  It  should  be 
noted  that  this  projected  balance  does  not  include  additional  revenue  currently  being  received  in  excess 
of  the  revenue  estimates  used  by  the  60th  Legislature. 


Figure  5 


2007  and  2009  Biennium  General  Fund  Balance 

] 

Based  on  Action  of  the  60th  Legislature  (In  Mill 

ions) 

Actual 

Estimated 

Estimated 

Estimated 

Estimated 

Estimated 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

2007  Biennium 

2009  Biennium 

Beginning  Fund  Balance 

S299.792 

$408,580 

$458,943 

$249,505 

$299,792 

$458,943 

Revenues 

Current  Law  Revenue 

1,708.166 

1,762.355 

1,797.764 

1.875.209 

3.470.521 

3,672.973 

Legislation  Impacts 

6.302 

8.139 

0.270 

6.302 

8.409 

Total  Funds  Available 

$2,007,958 

$2,177,237 

$2,264,846 

$2,124,984 

$3,776,615 

$4,140,325 

Disbursements 

General  Appropriations 

1,441.188 

1,303.427 

1.614.569 

1.654.289 

2.744.615 

3.268.858 

Statutory  Appropriations 

120.226 

151.528 

265.028 

167.095 

271.754 

432.123 

Miscellaneous  Appropriations 

1.521 

120.459 

9.057 

7.746 

121.980 

16.803 

Non-Budgeted  Transfers 

24.277 

44.638 

127.561 

107.618 

68.915 

235.179 

Continuing  Appropriations 

46.074 

46.074 

Supplemental  Appropriations 

83.285 

83.285 

Language  Appropriations 

0.706 

0.636 

0.050 

0.050 

1.342 

0.100 

Feed  BUI  Appropriations 

8.959 

2.280 

8.740 

8.959 

11.020 

Anticipated  Reversions 

(21.179) 

(27.297) 

(3.204) 

(4.344) 

(48.476) 

(7.548) 

Total  Disbursements 

$1,566,739 

$1,731,709 

$2,015341 

$1,941,194 

$3,298,448 

$3,956,535 

Adjustments 

(32.639) 

13.415 

(19.224) 

Unreserved  Ending  Fund  Balance 

$408,580 

S458.943 

$249,505 

$183,790 

$458,943 

$183,790 

Net  Operations 

$141,427 

S36.948 

($209,438) 

($65,715) 

$178,375 

($275,153) 
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House  Joint  Resolution  2 

On  November  16,  2006,  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  formally  adopted 
economic  assumptions  and  the  associated  revenue  estimates  for  fiscal  2007,  2008  and  2009.  The 
actions  of  the  committee  were  formalized  by  directing  staff  to  prepare  a  bill  draft,  HJ  2,  the  revenue 
estimate  resolution.  This  process  is  in  accordance  with  5-18-107,  MCA,  which  states  that  these 
estimates  "constitute  the  legislature's  current  revenue  estimates  until  amended  or  until  final  adoption  of 
the  estimates  by  both  houses."  HJ  2  was  drafted  by  staff  and  was  introduced  by  Representative  Lake 
at  the  beginning  of  the  60th  Legislature.  During  the  legislative  process,  the  legislature  chose  not  to 
amend  HJ  2.  Although  the  resolution  was  not  formally  adopted  by  the  legislature,  the  estimates 
contained  within  the  resolution  were  used  to  balance  the  state's  general  fund  budget. 

Figure  6  shows  the  total  general  fund  revenue  estimates  as  recommended  by  the  RTIC.  For  the  three- 
year  period,  fiscal  2007  through  2009,  total  general  fund  revenues  were  estimated  to  be  $5,435  billion. 

Figure  6    


Revenue  Estimate 

Adjustments  by  60th  Legislatu 

■e 

General  Fund  In  Millions 

Fiscal 

Fiscal 

Fiscal 

3-Year 

Revenue  Issue 

2007 

2008 

2009 

Total 

Revenue  and  Transportation  Committee 

$1,762,355 

$1,797,764 

$1,875,209 

$5,435328 

House  Taxation  Committee  Adjustments 

0.000 

0.000 

0.000 

0.000 

Senate  Taxation  Committee  Adjustments 

0.000 

0.000 

0.000 

0.000 

Revised  HJR2  Revenue  Estimates 

$1,762,355 

$1,797,764 

$1,875,209 

$5,435,328 
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Figure  7  shows  the  current  law  general  fund  estimates  by  revenue  source  as  contained  in  HJ  2.  Actual 
fiscal  2006  collections  are  shown,  along  with  projections  for  fiscal  2007  through  2009. 


Figure  7 


House  Joint  Resolution  2 

General  Fund  Revenue  Estimates 

In  Millions 

Percent 

Actual 

Estimated 

Estimated 

Estimated 

Estimated 

Estimated 

Cumulative 

Source  of  Revenue 

of 2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

%  of  Total 

i    Individual  Income  Tax 

45.01% 

$768,922 

$793,847 

$797,035 

$851,111 

$1,562,769 

$1,648,146 

44.87% 

2   Property  Tax 

10.40% 

177.639 

189.282 

198.124 

206.794 

366.921 

404.918 

55.90% 

3  Corporation  Income  Tax 

9.00% 

153.675 

161.057 

161.301 

167.267 

314.732 

328.568 

64.84% 

4   Vehicle  Tax 

5.39% 

92.097 

106.473 

109.028 

111.645 

198.570 

220.673 

70.85% 

5   Common  School  Interest  and  Income 

0.00% 

- 

- 

- 

- 

- 

- 

70.85% 

6   Insurance  Tax  &  License  Fees 

3.44% 

58.795 

60.241 

62.129 

64.071 

119.036 

126.200 

74.29% 

7  Coal  Trust  Interest 

1.82% 

31.106 

29.959 

29.927 

29.945 

61.065 

59.872 

75.92% 

8   US  Mineral  Royalty 

1.72% 

29.304 

28.680 

31.694 

29.400 

57.984 

61.094 

77.58% 

9   All  Other  Revenue 

1.87% 

31.867 

31.542 

30.877 

31.550 

63.409 

62.427 

79.28% 

10  Tobacco  Settlement 

0.16% 

2.734 

2.822 

3.855 

3.996 

5.556 

7.851 

79.49% 

1 1  Telecommunications  Excise  Tax 

1.24% 

21.209 

21.255 

21.298 

21.335 

42.464 

42.633 

80.65% 

12  Video  Gambling  Tax 

3.35% 

57.277 

59.871 

63.649 

67.646 

117.148 

131.295 

84.23% 

13  Treasury  Cash  Account  Interest 

1.09% 

18.631 

27.482 

21.546 

21.354 

46.113 

42.900 

85.40% 

14  Estate  Tax 

0.10% 

1.773 

0.706 

0.310 

0.113 

2.479 

0.423 

85.41% 

15  Oil  &  Natural  Gas  Production  Tax 

5.42% 

92.563 

86.241 

101.224 

101.288 

178.804 

202.512 

90.92% 

16  Motor  Vehicle  Fee 

1.24% 

21.195 

10.613 

9.201 

9.394 

31.808 

18.595 

91.43% 

i?  Public  Institution  Reimbursements 

0.75% 

12.728 

11.451 

12.742 

12.810 

24.179 

25.552 

92.12% 

is  Lodging  Facility  Use  Tax 

0.63% 

10.679 

11.290 

11.881 

12.504 

21.969 

24.385 

92.79% 

19  Coal  Severance  Tax 

0.56% 

9.597 

9.813 

10.114 

9.688 

19.410 

19.802 

93.33% 

20  Liquor  Excise  &  License  Tax 

0.74% 

12.709 

13.639 

14.573 

15.551 

26.348 

30.124 

94.15% 

21  Cigarette  Tax 

2.02% 

34.573 

34.516 

33.843 

33.308 

69.089 

67.151 

95.97% 

22  Investment  License  Fee 

0.33% 

5.584 

6.002 

6.451 

6.933 

11.586 

13.384 

96.34% 

23  Lottery  Profits 

0.53% 

9.110 

8.345 

8.838 

9.414 

17.455 

18.252 

96.84% 

24  Liquor  Profits 

0.44% 

7.450 

7.593 

8.047 

8.515 

15.043 

16.562 

97.29% 

25  Nursing  Facilities  Fee 

0.33% 

5.712 

5.814 

5.781 

5.752 

11.526 

11.533 

97.60% 

26  Foreign  Capital  Depository  Tax 

0.00% 

- 

- 

- 

- 

- 

- 

97.60% 

27  Electrical  Energy  Tax 

0.27% 

4.645 

4.698 

4.798 

4.797 

9.343 

9.595 

97.86% 

28  Metalliferous  Mines  Tax 

0.41% 

7.028 

9.048 

9.613 

8.867 

16.076 

18.480 

98.37% 

29  Highway  Patrol  Fines 

0.25% 

4.316 

4.926 

4.974 

5.023 

9.242 

9.997 

98.64% 

30  Public  Contractors  Tax 

0.25% 

4.275 

3.883 

3.417 

3.403 

8.158 

6.820 

98.82% 

3i  Wholesale  Energy  Tax 

0.22% 

3.813 

3.814 

3.827 

3.811 

7.627 

7.638 

99.03% 

32  Tobacco  Tax 

0.26% 

4.360 

4.401 

4.385 

4.406 

8.761 

8.791 

99.27% 

33  Driver's  License  Fee 

0.22% 

3.828 

3.918 

3.952 

3.983 

7.746 

7.935 

99.49% 

34  Rental  Car  Sales  Tax 

.     0.16% 

2.755 

2.875 

3.000 

3.131 

5.630 

6.131 

99.65% 

35  Railroad  Car  Tax 

0.10% 

1.667 

1.631 

1.567 

1.506 

3.298 

3.073 

99.74% 

36  Wine  Tax 

0.10% 

1.624 

1.705 

1.798 

1.892 

3.329 

3.690 

99.84% 

37  Beer  Tax 

0.17% 

2.908 

2.922 

2.965 

3.006 

5.830 

5.971 

100.00% 

38  Telephone  License  Tax 

0.00% 

0.017 

- 

- 

- 

0.017 

- 

100.00% 

39  Long  Range  Bond  Excess 
Total  General  Fund 

0.00% 
100.00% 

- 

- 

- 

- 

- 

- 

100.00% 
100.00% 

$1,708,166 

$1,762,355 

$1,797,764 

$1,875,209 

$3,470,521 

$3,672,973 
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Revenue  Impacts  of  Legislation 

Figure  8  shows  the  general  fund  revenue  impacts  of  legislation  enacted  by  the  60th  Legislature.  If  more 
than  one  bill  were  enacted  that  impacts  a  particular  revenue  source,  the  cumulative  impact  of  the  bills  is 
shown  for  each  revenue  source. 


Figure  8 


Revenue  Legislation  Impacts  of  60th  Legislature 
Total  General  Fund 

In  Millions 


Source  of  Revenue 


Estimated      Estimated     Estimated      Estimated        Estimated      Estimated 
Fiscal  2007   Fiscal  2008  Fiscal  2009    Fiscal  06-07    Fiscal  08-09     07,08,09 


i  Individual  Income  Tax 

2  Property  Tax 

3  Corporation  Income  Tax 
a  Vehicle  Tax 

5  Common  School  Interest  and  Income 


$0,000  S5.531         (S0.463)  $0,000  $5,068        $5,068 

2.802  (0.007)  0.065  2.802  0.058  2.860 

(0.030)         (0.203)  -  (0.233)        (0.233) 


6  Insurance  Tax  &  License  Fees 

7  Coal  Trust  Interest 

8  US  Mineral  Royalty 

9  All  Other  Revenue 
io  Tobacco  Settlement 


3.500 


(0.008) 
(0.011) 

1.916 


(0.009) 
(0.315) 

1.323 


3.500 


(0.017) 
(0.326) 

3.239 


(0.017) 
(0.326) 

6.739 


]]  Telecommunications  Excise  Tax 

i:  Video  Gambling  Tax 

is  Treasury  Cash  Account  Interest 

14  Estate  Tax 

is  Oil  &  Natural  Gas  Production  Tax 


0.011 


0.011 


0.022 


0.022 


16  Motor  Vehicle  Fee 

n  Public  Institution  Reimbursements 

is  Lodging  Facility  Use  Tax 

19  Coal  Severance  Tax 

:o  Liquor  Excise  &  License  Tax 


0.406 
0.765 


0.433 


(0.250)         (0.250) 


0.839 
0.765 


0.839 
0.765 


(0.500)        (0.500) 


21  Cigarette  Tax 

22  Investment  License  Fee 

23  Lottery  Profits 

24  Liquor  Profits 

2s  Nursing  Facilities  Fee 


(0.044) 
(0.140) 


(0.114) 
(0.208) 


(0.158) 
(0.348) 


(0.158) 
(0.348) 


26  Foreign  Capital  Depository  Tax 

27  Electrical  Energy  Tax 

28  Metalliferous  Mines  Tax 

29  Highway  Patrol  Fines 
io  Public  Contractors  Tax 


3i  Wholesale  Energy  Tax 

32  Tobacco  Tax 

33  Driver's  License  Fee 
M  Rental  Car  Sales  Tax 
35  Railroad  Car  Tax 


36  Wine  Tax 

37  Beer  Tax 

38  Telephone  License  Tax 

39  Long  Range  Bond  Excess 

Total  General  Fund 


$6,302 


$8,139 


$0,270 


$6,302 


$8,409      $14,711 
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Figure  9  shows  the  revised  total  general  fund  revenue  estimates  by  source,  which  is  the  sum  of  HJ  2 
estimates  and  the  impacts  of  all  enacted  legislation.  These  revised  estimates  are  used  in  this  volume 
to  determine  the  overall  financial  condition  of  the  general  fund  for  the  2007  and  2009  biennia. 


Figure  9 


House  Joint  Resolution  2  Plu 

.  Legislation  Impacts 

General  Fund  Revenue  Estimates 

In  Millions 

Percent 

Actual 

Estimated 

Estimated 

Estimated 

Estimated 

Estimated 

Cumulative 

Source  of  Revenue 

of  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

%  of  Total 

l    Individual  Income  Tax 

45.01% 

$768,922 

$793,847 

$802,566 

$850,648 

$1,562,769 

$1,653,214 

44.91% 

2   Property  Tax 

10.40% 

177.639 

192.084 

198.117 

206.859 

369.723 

404.976 

55.91% 

3   Corporation  Income  Tax 

9.00% 

153.675 

161.057 

161.271 

167.064 

314.732 

328.335 

64.83% 

4  Vehicle  Tax 

5.39% 

92.097 

106.473 

109.028 

111.645 

198.570 

220.673 

70.82% 

5   Common  School  Interest  and  Income 

0.00% 

- 

- 

- 

- 

- 

- 

70.82% 

6   Insurance  Tax  &  License  Fees 

3.44% 

58.795 

60.241 

62.121 

64.062 

119.036 

126.183 

74.25% 

7  Coal  Trust  Interest 

1.82% 

31.106 

29.959 

29.916 

29.630 

61.065 

59.546 

75.87% 

8   US  Mineral  Royalty 

1.72% 

29.304 

28.680 

31.694 

29.400 

57.984 

61.094 

77.53% 

9   All  Other  Revenue 

1.87% 

31.867 

35.042 

32.793 

32.873 

66.909 

65.666 

79.31% 

io  Tobacco  Settlement 

0.16% 

2.734 

2.822 

3.855 

3.996 

5.556 

7.851 

79.52% 

1 1  Telecommunications  Excise  Tax 

1.24% 

21.209 

21.255 

21.298 

21.335 

42.464 

42.633 

80.68% 

12  Video  Gambling  Tax 

3.35% 

57.277 

59.871 

63.649 

67.646 

117.148 

131.295 

84.25% 

13  Treasury  Cash  Account  Interest 

1.09% 

18.631 

27.482 

21.546 

21.354 

46.113 

42.900 

85.41% 

14  Estate  Tax 

0.10% 

1.773 

0.706 

0.310 

0.113 

2.479 

0.423 

85.42% 

is  Oil  &  Natural  Gas  Production  Tax 

5.42% 

92.563 

86.241 

101.235 

101.299 

178.804 

202.534 

90.93% 

16  Motor  Vehicle  Fee 

1.24% 

21.195 

10.613 

9.607 

9.827 

31.808 

19.434 

91.45% 

17  Public  Institution  Reimbursements 

0.75% 

12.728 

11.451 

13.507 

12.810 

24.179 

26.317 

92.17% 

is  Lodging  Facility  Use  Tax 

0.63% 

10.679 

11.290 

11.881 

12.504 

21.969 

24.385 

92.83% 

19  Coal  Severance  Tax 

0.56% 

9.597 

9.813 

9.864 

9.438 

19.410 

19.302 

93.36% 

20  Liquor  Excise  &  License  Tax 

0.74% 

12.709 

13.639 

14.573 

15.551 

26.348 

30.124 

94.17% 

21  Cigarette  Tax 

2.02% 

34.573 

34.516 

33.843 

33.308 

69.089 

67.151 

96.00% 

22  Investment  License  Fee 

0.33% 

5.584 

6.002 

6.451 

6.933 

11.586 

13.384 

96.36% 

23  Lottery  Profits 

0.53% 

9.110 

8.345 

8.794 

9.300 

17.455 

18.094 

96.85% 

24  Liquor  Profits 

0.44% 

7.450 

7.593 

7.907 

8.307 

15.043 

16.214 

97.29% 

25  Nursing  Facilities  Fee 

0.33% 

5.712 

5.814 

5.781 

5.752 

11.526 

11.533 

97.61% 

26  Foreign  Capital  Depository  Tax 

0.00% 

- 

- 

- 

- 

- 

- 

97.61% 

27  Electrical  Energy  Tax 

0.27% 

4.645 

4.698 

4.798 

4.797 

9.343 

9.595 

97.87% 

28  Metalliferous  Mines  Tax 

0.41% 

7.028 

9.048 

9.613 

8.867 

16.076 

18.480 

98.37% 

29  Highway  Patrol  Fines 

0.25% 

4.316 

4.926 

4.974 

5.023 

9.242 

9.997 

98.64% 

30  Public  Contractors  Tax 

0.25% 

4.275 

3.883 

3.417 

3.403 

8.158 

6.820 

98.83% 

31  Wholesale  Energy  Tax 

0.22% 

3.813 

3.814 

3.827 

3.811 

7.627 

7.638 

99.03% 

32  Tobacco  Tax 

0.26% 

4.360 

4.401 

4.385 

4.406 

8.761 

8.791 

99.27% 

33  Driver's  License  Fee 

0.22% 

3.828 

3.918 

3.952 

3.983 

7.746 

7.935 

99.49% 

34  Rental  Car  Sales  Tax 

0.16% 

2.755 

2.875 

3.000 

3.131 

5.630 

6.131 

99.65% 

35  Railroad  Car  Tax 

0.10% 

1.667 

1.631 

1.567 

1.506 

3.298 

3.073 

99.74% 

36  Wine  Tax 

0.10% 

1.624 

1.705 

1.798 

1.892 

3.329 

3.690 

99.84% 

37  Beer  Tax 

0.17% 

2.908 

2.922 

2.965 

3.006 

5.830 

5.971 

100.00% 

38  Telephone  License  Tax 

0.00% 

0.017 

- 

- 

- 

0.017 

- 

100.00% 

39  Long  Range  Bond  Excess 
Total  General  Fund 

0.00% 
100.00% 

- 

- 

- 

- 

- 

- 

100.00% 
100.00% 

$1,708,166 

$1,768,657 

$1,805,903 

$1,875,479 

$3,476,823 

$3,681,382 
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Figure  10  shows  the  revenue  contribution  to  the  general  fund  account  by  the  most  significant  revenue 
components.  During  the  2009  biennium,  over  71  percent  of  total  general  fund  revenue  comes  from 
income,  property,  and  vehicle  taxes,  while  about  3  percent  is  generated  from  investment  earnings. 
Natural  resource  taxes  are  estimated  to  produce  about  7  percent  of  total  general  fund  revenue  during 
the  2009  biennium.  The  information  shown  in  Figure  10  illustrates  the  significant  dependence  the  state 
has  on  income,  property,  and  vehicle  taxes  to  fund  general  government  operations.  In  addition,  Figure 
10  shows  the  general  fund  will  receive  an  estimated  $102  million  in  the  2009  biennium  from  investment 
earnings.  Although  these  revenues  are  due  to  the  investment  by  the  state  of  taxpayer  dollars,  they  can 
be  viewed  as  taxpayer  savings  or  relief.  Without  these  revenues,  the  state  would  either  have  to  cut 
services,  increase  other  revenues,  or  do  a  combination  of  both. 


Figure  10 


General  Fund  Rev 

■mil- 

By  Maj 

or  Component  2009  Biennium 

■  All  Other  Revenue 

D  Consumption  Taxes 

304.475 

281.330          -\ 

8.3% 

□  Individual  Income  Tax 

7.6%                \ 

Jl.653.214 

■  Insurance  Tax                   \ 

44.9% 

126.183      ^^           ^^ 

3.4%                 /^^te 

D  Property  Tax  &  Non 

Levy                     ^^^^^fl 

404.976                   M    BP 

11.0%                 ■  |^- 

/  -  1       '  \ 

— — '""'"^'^      ■/ 

■  Natural  Resource  Taxes         ^^^M 

^y 

240.316              — ""''^    ^^ 

6.5%                                     1 

■  Corporation  Income  Tax 

■" —                328.335 

O  Investment  Earnings    / 

Q  Vehicle  Tax 

8.9% 

102.446           -1 

240.107 

2.8% 

6.5% 

2007  Biennium  2009  Biennium 

Estimate 

Estimate 

Percent 

Percent  of 

Major  Category 

Millions 

Millions 

Change 

2009  Biennium 

Individual  Income  Tax 

$1,562,769 

$1,653,214 

5.79% 

44.91% 

Corporation  Income  Tax 

314.732 

328.335 

4.32% 

8.92% 

Vehicle  Tax 

230.378 

240.107 

4.22% 

6.52% 

Investment  Earnings 

107.178 

102.446 

-4.42% 

2.78% 

Natural  Resource  Taxes 

214.289 

240.316 

12.15% 

6.53% 

Property  Tax  &  Non  Levy 

369.723 

404.976 

9.53% 

11.00% 

Insurance  Tax 

119.036 

126.183 

6.00% 

3.43% 

Consumption  Taxes 

263.003 

281.330 

6.97% 

7.64% 

All  Other  Revenue 

295.713 

304.475 

2.96% 

8.27% 

Total  General  Fund 

$3,476,823 

$3,681,382 

5.88% 

Total  general  fund  revenues  for  the  2009  biennium  are  projected  to  increase  $204.6  million  or  5.9 
percent  over  the  2007  biennium  projections.  The  comparative  change  by  major  revenue  category  is 
shown  at  the  bottom  of  Figure  10.  Included  in  this  increase  is  $8.4  million  of  increased  revenue  in  the 
2009  biennium  due  to  the  enactment  of  the  legislation  shown  in  Figure  12. 
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Non-General  Fund  Revenue  Estimates 

Figure  1 1  shows  estimates  for  selected  non-general  fund  revenue  for  fiscal  years  2007,  2008,  and  2009 
in  HJ  2,  plus  changes  made  by  enacted  legislation.  These  estimates  were  included  because  of  their 
importance  in  the  budgeting  process. 


Figure  1 1 


House  Joint  Resolution  2  Plus  Legislation  Impacts 

Non-General  Fund  Revenue  Estimates 

In  Millions 

Percent 

Actual 

Estimated 

Estimated 

Estimated 

Estimated 

Estimated 

Cumulative 

Source  of  Revenue 

of  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

%  of  Total 

i  Diesel  Tax 

19.22% 

$70,595 

$74,285 

$78,147 

$82,210 

$144,880 

$160,357 

21.23% 

2  Federal  Forest  Receipts 

3.49% 

12.800 

13.006 

13.148 

13.282 

25.806 

26.430 

24.73% 

3  Gasoline  Tax 

36.81% 

135.192 

135.742 

136.295 

136.850 

270.934 

273.145 

60.89% 

4  GVW  and  Other  Fees 

7.87% 

28.916 

28.693 

28.497 

28.982 

57.609 

57.479 

68.50% 

5  Resource  Indemnity  Tax 

0.40% 

1.456 

1.307 

1.335 

1.290 

2.763 

2.625 

68.85% 

6  Arts  Trust  Interest 

0.12% 

0.447 

0.483 

0.496 

0.510 

0.930 

1.006 

68.98% 

7  Capital  Land  Grant  Interest  and  Income 

0.43% 

1.590 

1.072 

1.157 

1.217 

2.662 

2.374 

69.30% 

8  Deaf  &  Blind  Interest  and  Income 

0.08% 

0.291 

0.284 

0.286 

0.287 

0.575 

0.573 

69.37% 

9  Parks  Trust  Interest 

0.26% 

0.972 

0.983 

1.009 

1.036 

1.955 

2.045 

69.64% 

10  Pine  Hills  Interest  and  Income 

0.11% 

0.397 

0.387 

0.389 

0.391 

0.784 

0.780 

69.75% 

i  i  RIT  Trust  Interest 

1.61% 

5.916 

5.645 

5.646 

5.658 

11.561 

11.304 

71.24% 

12  TSE  Trust  Interest 

2.19% 

8.039 

8.434 

8.950 

9.489 

16.473 

18.439 

73.69% 

13  Economic  Development  Trust 

0.33% 

1.194 

1.455 

1.716 

1.982 

2.649 

3.698 

74.18% 

14  Tobacco  Trust  Interest 

0.92% 

3.388 

3.939 

4.567 

5.413 

7.327 

9.980 

75.50% 

15  Regional  Water  Trust  Interest 

0.42% 

1.527 

1.823 

2.082 

2.348 

3.350 

4.430 

76.08% 

16  Property  Tax:  6  Mill 

3.25% 

11.952 

12.505 

12.971 

13.363 

24.457 

26.334 

79.57% 

17  Common  School  Interest  and  Income 

22.49% 

82.606 

75.414 

77.653 

76.661 

158.020 

154.314 

100.00% 

Total  Non-General  Fund 

100.00% 

$367,275 

$365,457 

$374,344 

$380,969 

$732,732 

$755,313 

100.00% 
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SUMMARY  OF  TAX  POLICY  AND  REVENUE  INITIATIVES 

Figure  12  shows  the  revenue  impacts  of  legislation  enacted  by  the  60th  Legislature  summarized  by  bill 
number.  For  the  three-year  period,  fiscal  2007  through  2009,  total  general  fund  revenues  were 
increased  by  a  net  $14.7  million.  There  were  numerous  bills  that  decreased  revenue  as  well  as  others 
that  increased  revenue.  The  net  impact  of  all  the  decreases  combined  with  the  increases  was  an 
increase  of  $14.7  million.  Figure  12  summarizes  the  impacts  of  each  bill  by  fiscal  year  for  bills  enacted 
during  the  regular  legislative  session  and  those  passed  during  the  special  session. 

Figure  12 


Impact  of  Enacted  Legislation  By  Bill  Number 

General  Fund  and  Total  Funds 

General  Fund 

General  Fund 

General  Fund 

General  Fund 

Total  Funds 

Impact 

Impact 

Impact 

Impact 

Impact 

Bill  Number  and  Short  Description                                                                                               Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

07,08,09 

07,08,09 

Regular 

Session  Legislation 

HB0003 

Supplemental  appropriations                                                                                     $2,802,3 1 5 

$765,000 

$0 

$3,567,315 

$3,567,315 

HB0008 

Renewable  resource  bonds  and  loans 

- 

- 

- 

28,679,448 

HB0009  Cultural  and  aesthetic  grants 

- 

- 

- 

1,666,411 

HB0019 

Prohibit  diversion  of  Morrill  Act  land  revenue  for  administrative  costs 

- 

- 

- 

160,000 

HB0027 

Establish  wireless  enhanced  9-1-1  system 

274,049 

292,602 

566,651 

15,151,103 

HB0037 

Weed  control  on  state  land 

- 

- 

- 

15,000 

HB0O39 

Ownership  update  for  water  rights 

- 

- 

- 

(260,500) 

HB0040 

Revise  state  movie  incentive  laws 

- 

- 

- 

(27,000) 

HB0057 

Foster  parent  liability  insurance 

- 

- 

- 

140,000 

HB0063 

Actuarially  fund  teacher  retirement  system 

- 

- 

- 

77,906,428 

HB0069 

Licensure  and  regulation  for  certain  residential  mortgage  lenders 

- 

- 

- 

1,156,500 

HB0090 

Increase  loan  authority  for  MT  enhanced  registration  &  license  info,  network 

- 

- 

- 

- 

HB0099 

Increase  fees  for  weighing  device  licenses 

- 

- 

- 

206,990 

HB0116 

Revise  RIT  funding  laws 

11,220 

11,227 

22,447 

4,100,000 

HB0131 

Actuarial  funding  for  MPERA  retirement  systems 

- 

- 

- 

3,054,164 

HB0139 

Establish  legislative  branch  retirement  termination  pay  account 

- 

- 

- 

400,000 

HB0141 

Generally  revise  Montana  consumer  loan  act 

- 

- 

- 

290,500 

HBO  148 

Pool  inspection  fee 

- 

- 

- 

102,400 

HBO  155 

Extend  National  Guard  life  insurance  reimbursement 

- 

- 

- 

260,000 

HBO  160 

Repay  land  trusts  for  prior  diversions 

- 

- 

- 

595,889 

HBO  166 

Extend  biodiesel  tax  credit 

- 

(67,500) 

(67,500) 

(67,500) 

HBO  179 

Create  Montana  military  family  relief  fund 

- 

- 

- 

1,134,186 

HBO  198 

Increase  CHIP  dental  benefit 

- 

- 

- 

708,281 

HB0240 

Short-term  emergency  lodging  tax  credit 

(60,000) 

(60,000) 

(120,000) 

(120,000) 

HB0278 

Continue  genetics  program  and  fee 

- 

- 

- 

567,620 

HB0298 

Reauthorize  natural  resource  damages  program 

(11,320) 

(22,640) 

(33,960) 

(33,960) 

HB0348 

Increase  out-of-state  snowmobile  fees 

- 

- 

- 

211.460 

HB0362 

Authorize  cancellation  of  certain  delinquent  real  property  taxes 

- 

- 

- 

- 

HB0364 

Establish  board  and  fund  to  compensate  livestock  owners  for  wolf  predation 

- 

- 

- 

- 

HB0378 

Revise  nursing  home  administration  laws 

- 

- 

- 

2.376 

HB0390 

Telephone  account  wagering  on  internet  horseracing 

- 

- 

- 

364,000 

HB0402 

Revise  fees  collected  by  supreme  court 

8,127 

8,127 

16,254 

16.254 

HB0406 

Montana  community  health  center  support 

- 

- 

- 

1,399,346 

HB046I 

Cigarette  fire  safety  standards 

- 

- 

- 

132,000 

HB0473 

Eliminate  water  adjudication  fee 

- 

- 

- 

20,957,951 

HB0487 

Revise  threshold  for  local  government  audit 

- 

- 

- 

(28,000) 

HB0490 

Adoption  tax  credit 

(225,426) 

(278,492) 

(503,918) 

(503.918) 

HB0569 

Generally  revise  nursery  laws 

(2.100) 

(2,100) 

(4,200) 

70.220 

HB0583 

Revise  opencut  mining  law 

- 

- 

- 

(7,650) 

HB0608 

Transfer  general  fund  to  children's  trust  fund 

- 

- 

- 

1,112,500 

IIUui.lt> 

Allow  panmutuel  wagenng  on  fantasv  snorts  leagues 

- 

4.201.520 

Figure  12  continued  on  next  page 
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Figure  12  (continued) 


Impact  of  Enacted  Legislation  By  Bill  Number 
General  Fund  and  Total  Funds 


Bill  Number  and  Short  Description 


General  Fund  General  Fund  General  Fund   General  Fund     Total  Funds 

Impact  Impact  Impact  Impact  Impact 

Fiscal  2007      Fiscal  2008      Fiscal  2009         07,08,09  07,08,09 


HB0634  Increase  bonding  authority  of  facility  finance  authority 

HB0665  License  and  regulate  athletic  trainers 

HB0680  Revise  tax  laws  to  authorize  department  of  revenue  to  collect  out-of-state  debt 

HB0688  Provide  an  allocation  of  coal  severance  taxes  to  DEQ  for  certain  mines  programs 

HB0737  Revise  motor  vehicle  law 

HB0755  Exempt  certain  gift  certificate  from  abandoned  property  law 

HB0769  Require  registration  of  alternative  adolescent  programs  and  rules  for  regulation 

HB0790  Revise  unemployment  insurance  contribution  rates  &  admin,  assessments 

HB081 1  Traditional  arts  and  crafts  state  special  revenue  account 

HB083 1  Revise  water  use  laws  in  closed  basins 

HB0840  Revise  license  plate  laws 

SB0004  Procurement  rebate  regulation 

SB0008  Independent  staff  for  Board  of  Land  Commissioners 

SB0025  Revise  contract  timber  harvest  laws 

SB0044  Expand  hunting  "super  tag"  to  lion,  antelope,  and  buffalo 

SB0069  Revise  value-added  loan  program  laws 

SB0084  Transfer  forest  reserve  fund  administration  to  DOA 

SB0088  Extend  indefinitely  funding  to  heritage  preservation  and  development  account 

SB0 1 1 5  Revise  allocation  of  wildlife  crime  restitution  penalties  to  FWP 

SB0 1 1 8  Eliminate  sunset  for  hospital  bed  tax 

SB0127  Revise  out-of-state  winery  access  to  Montana  retailers 

SB0 1 3 1  Revise  land  banking  laws 

SB0 1 50  Exclude  property  contributions  from  qualified  endowment  credit  and  extend  credit 

SB0 158  Revise  laws  on  transportation  reciprocity  agreements 

SB0 1 6 1  Revise  captive  insurance  laws 

SB0 1 62  Revise  genetics  program  laws 

SB0165  Revise  deferred  deposit  loan  act 

SB0 1 66  Family  and  purple  heart  recipients  fish  and  hunt  game  birds  for  free 

SB0 1 68  Transfer  public  employee  accrued  leave  into  post-retirement  health  care  account 

SB0 1 85  Provide  for  medium  speed  electric  vehicles 

SB0209  Transfer  registered  process  servers  to  Board  of  Private  Security  Patrol  Officers 

SB0243  Revise  military  special  hunting  and  fishing  license 

SB0248  Ratify  USFS  water  compact 

SB0281  Simplify  income  taxation  for  married  couples  filing  individually 

SB0296  Revise  beer  and  wine  licensing  laws 

SB0314  Revise  warm  water  fishing  stamp  law 

SB03 1 6  Clarify  taxation  of  agricultural  parcels  reduced  by  public  use  by  government 

SB032 1  Authorize  business  and  industrial  development  corporations 

SB0354  Revise  physician  medicaid  reimbursement  conversion  factor 

SB0372  Create  wolf  licenses  and  authorize  wolf  and  grizzly  bear  lottery  or  auction 

SB0403  Revise  property  tax  exemption  for  disabled  veterans 

SB0439  Withholding  for  natural  resource  royalty  payments 

SB0448  Ratepayer  fiscal  analysis  for  new  power  and  transmission  projects 

SB0485  Revise  prohibition  on  mailing  lists  for  certain  professions  and  occupations 

SB0532  Revise  firefighter  retirement  laws 

SB0544  Montana  certified  natural  beef  cattle  marketing  program 

SB0553  Revise  incentives  for  certain  physicians 

Special  Session  Legislation 

HB0002  General  appropriations  act 

HB0003  Tax  incentives  for  energy  development 

HB0004  Long-range  building  bill 

HB0009  $400  rebate  for  property  taxes  paid,  tax  relief 

SB0002  Revise  education  laws 

Total  Impact  of  Legislation  Listed  Above 
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Bills  Affecting  General  Fund  and  Selected  Non-General  Fund 
Revenue 

A  complete  summary  of  each  general  fund  and  selected  non-general  fund  revenue  source  can  be  found 
in  "Volume  II  -  Revenue  Estimates".  Each  summary  provides  information  on  the  particular  source  of 
revenue  including  a  description,  the  applicable  tax  or  fee  rates,  distribution  mechanisms,  and  other 
useful  information.  A  legislation  impact  figure  (if  applicable)  is  shown  summarizing  all  bills  that  impact 
the  particular  source  of  revenue.  It  should  be  noted  that  the  revenue  projection  figure  and  graph  in 
"Volume  II  -  Revenue  Estimates"  are  based  on  HJ  2  estimates  plus  the  impacts,  if  any,  of  enacted 
legislation.  The  corresponding  revenue  estimate  assumption  figures  reflect  only  assumptions  pertinent 
to  the  HJ  2  revenue  estimates  and  have  not  been  updated  for  the  impacts  of  enacted  legislation. 

The  following  is  a  brief  summary  of  each  bill  that  impacts  general  fund  and  selected  non-general  fund 
sources  estimated  by  the  legislature.  Included  in  each  summary  is  the  particular  revenue  sources 
affected. 

House  Bill  3  -  Affected  general  fund  revenue  sources:  "Property  Tax"  and  "Public  Institution 
Reimbursements".  The  Department  of  Revenue  is  appropriated  $2,802,315  general  fund  in  FY  2007  to 
reimburse  class  8  business  equipment  tax  rate  reductions  to  local  governments.  Because  the  tax 
revenue  and  expenditure  were  abated  in  the  past,  the  tax  revenue  will  now  be  recorded  along  with  the 
expenditure  in  FY  2007.  The  Judiciary  is  appropriated  $2.5  million  in  FY  2007  in  part  to  pay  $765,000 
for  "fitness  to  proceed"  examinations  conducted  by  the  Department  of  Public  Health  and  Human 
Services.  The  Department  of  Public  Health  and  Human  Services  is  expected  to  deposit  the  revenue  to 
the  general  fund  in  FY  2008. 

House  Bill  9  -  In  addition  to  appropriating  interest  earnings  from  the  cultural  trust  fund,  HB  9  transfers 
$1.5  million  general  fund  to  the  cultural  trust  at  the  beginning  of  FY  2008.  Earnings  from  the  additional 
corpus  are  $83,129  in  FY  2008  and  $83,282  in  FY  2009.  The  legislation  is  effective  July  1,  2007. 

House  Bill  27  -  Affected  general  fund  revenue  source:  "All  Other".  The  9-1-1  services  fee  is  increased 
from  $0.50  a  month  per  line  or  subscriber  to  $1.00.  The  additional  revenue  from  the  increased  fee  is 
deposited  3.74  percent  to  the  general  fund  and  half  of  the  remainder  is  deposited  to  the  state  special 
revenue  fund  and  is  statutorily  appropriated  for  distribution  to  9-1-1  jurisdictions  to  enhance  wireless 
services  and  half  is  statutorily  appropriated  to  reimburse  wireless  providers  for  allowable  costs. 
General  fund  revenue  increases  $274,049  in  FY  2008  and  $292,602  in  FY  2009.  State  special  revenue 
increases  $7,053,466  in  FY  2008  and  $7,530,986  in  FY  2009.  The  legislation  is  effective  July  1,  2007. 

House  Bill  37  -  Affected  state  special  revenue  source:  "Common  School  Interest  and  Income".  The 
Department  of  Natural  Resources  and  Conservation  is  allowed  to  control  weeds  on  leased  state  lands 
and  to  bill  the  lessee  for  the  costs  plus  a  penalty  up  to  50  percent  of  the  costs.  Revenue  from 
reimbursements  of  the  actual  costs  is  deposited  in  the  resource  development  account  and  the  penalty 
revenue  is  deposited  95  percent  to  the  guarantee  account  ($2,375  each  year)  and  5  percent  to  the 
common  school  trust  ($125  each  year).  Since  revenue  in  the  guarantee  account  is  statutorily 
appropriated,  expenditures  increase  by  the  same  amounts.  The  legislation  is  effective  October  1,  2007. 

House  Bill  44  -  Affected  general  fund  revenue  source:  "Coal  Severance  Tax".  This  legislation 
eliminates  the  coal  severance  tax  school  bond  contingency  loan  fund.    The  53rd  Legislature  in  the 
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January  2002  special  session  enacted  Senate  Bill  5,  which  among  other  things:  1)  authorized  state 
loans  to  school  districts  to  pay  holders  of  school  district  bonds  declared  invalid  or  un-enforceable  by  a 
final  court  order  or  injunction;  2)  provided  criteria  to  qualify  for  the  state  loans;  and  3)  established  a  coal 
severance  tax  school  bond  contingency  loan  fund  (09038)  within  the  coal  severance  tax  trust.  The 
legislation  was  approved  January  21,  1992.  Since  all  applicable  school  districts  have  refunded  their 
bonds  and  the  state  no  longer  secures  any  outstanding  loans,  the  fund  is  no  longer  needed. 

House  Bill  90  -  Affected  general  fund  revenue  source:  "Motor  Vehicle  Fee".  This  legislation  increases 
the  amount  the  Board  of  Investments  may  loan  under  the  Municipal  Finance  Consolidation  Act  by  $6.0 
million  from  $120.0  million  to  $126.0  million.  The  amount  the  Department  of  Justice  may  borrow  for 
financing  the  motor  vehicle  information  technology  system  also  increases  $6.0  million  from  $22.5 
million  to  $28.5  million  and  the  term  of  the  loan  is  extended  5  years  from  10  years  to  15  years  (June 
2013  to  June  2018).  To  pay  for  the  additional  indebtedness,  the  following  motor  vehicles  fees 
earmarked  for  that  purpose  are  extended  five  more  years: 

o    Security  interest  or  lien  filing  fee  -  The  $8  fee  is  extended  five  years  from  July  2011  to  June 

2016  with  $4  deposited  to  the  vehicle  information  technology  system  account  and  $4  to  general 

fund.  After  June  2016,  the  fee  is  $4  and  is  deposited  to  the  general  fund, 
o    New  certificate  of  title  without  security  interest  or  lien  shown  -  The  June  2013  termination  date 

for  the  $10  fee  is  repealed.  Through  June  2018,  the  $10  fee  is  deposited  to  the  vehicle 

information  technology  system  account.     After  June  2018,  the  fee  is  reduced  to  $5  and 

deposited  to  the  general  fund, 
o    Original  certificate  of  title  fee  -  Through  June  2018,  $5  of  the  $10  fee  (for  a  non-light  vehicle)  or 

$12  fee  (for  a  light  vehicle)  is  deposited  in  the  vehicle  information  technology  system  account. 

After  June  2018,  the  $5  fee  is  eliminated  and  the  remaining  fees  of  $5  and  $7  continue  to  be 

deposited  to  the  general  fund, 
o    Replacement  certificate  of  title  fee  -  Through  June  2018,  $5  of  the  $10  is  deposited  to  the 

vehicle  information  technology  system  account.   After  June  2018,  the  $5  fee  is  eliminated  and 

the  remaining  fee  of  $5  continues  to  be  deposited  to  the  general  fund. 

These  changes  do  not  affect  general  fund  revenue  in  the  2009  biennium,  but  increase  general  fund 
revenue  in  future  biennia. 

In  addition  to  the  changes  above,  this  legislation  appropriates  $6.0  million  of  capital  projects  funds  for 
the  biennium  for  the  motor  vehicle  information  technology  system.  This  legislation  is  effective  July  1 , 
2007. 

House  Bill  116  -  Affected  general  fund  and  state  special  revenue  sources:  "Oil  and  Natural  Gas 
Production  Tax  ",  "Resource  Indemnity  Trust  Interest",  and  "Resource  Indemnity  Tax".  This  legislation 
repeals  the  renewable  resource  grant  and  loan  program  account  and  the  reclamation  and  development 
grants  account.  It  creates  the  natural  resources  operations  account  (to  fund  administration  and 
operating  costs)  and  the  natural  resources  projects  account  (to  fund  grants  and  loans).  Allocations  of 
tax  proceeds  are  changed: 

o    A  $150,000  allocation  is  made  to  the  water  storage  account 

o    The  50  percent  of  the  remainder  allocation  to  the  orphan  share  account  was  eliminated  and  is 
allocated   equally   between  the  environmental   quality  protection   fund   and   the   hazardous 
waste/CERCLA  account 
o    All  of  the  remaining  proceeds  are  deposited  to  the  natural  resources  projects  state  special 
revenue  account  (formerly  the  renewable  resources  grant  and  loan  account) 
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o    Allocations  of  revenue  indemnity  trust  (RIT)  interest  are  changed: 

o    The  biennial  $175,000  allocation  to  the  environmental  contingency  account  is  changed  to  an 

annual  allocation,  thus  doubling  the  revenue  allocation  and  the  amount  statutorily  appropriated 
o    The  use  of  the  environmental  contingency  account  is  expanded  to  include  natural  resource 

restoration  and  remediation,  but  only  for  the  2009  biennium 
o    The  annual  allocation  to  the  natural  resources  operations  account  (formerly  the  renewable 

resource  grant  and  loan  program  account)  is  increased  from  $2.0  million  to  $3.5  million 
o    The  annual  $1.5  million  allocation  to  the  former  reclamation  and  development  grants  account  is 

eliminated 
o    The  annual  $240,000  allocation  to  the  MSU  Northern  environmental  sciences  account  and  its 

statutory  appropriation  are  eliminated 
o    The  June  30,  2009  termination  date  for  the  $500,000  annual  allocation  for  the  future  fisheries 

program  is  removed 
o    The  35  percent  allocation  of  the  remainder  to  the  former  renewable  resource  grant  and  loan 

program  account  is  eliminated 
o    The  30  percent  allocation  of  the  remainder  to  the  natural  resources  operations  account  (formerly 

the  reclamation  and  development  grants  account)  is  increased  to  65  percent 

This  legislation:  1 )  adds  a  new  1 .45  percent  distribution  of  the  tax  revenue  to  the  new  natural  resources 
projects  state  special  revenue  account;  2)  reduces  the  distribution  to  the  new  natural  resources 
operations  state  special  revenue  account  (formerly  named  the  reclamation  and  development  grants 
account)  from  2.95  percent  to  1.45  percent;  and  3)  increases  the  distribution  to  the  orphan  share 
account  from  2.95  percent  to  2.99  percent.  The  distribution  to  the  general  fund  increases  0.01  percent 
for  an  increase  in  revenue  of  $11,220  in  FY  2008  and  $11,227  in  FY  2009  and  a  decrease  in  state 
special  revenue  by  like  amounts.  The  legislation  is  effective  July  1,  2007. 

House  Bill  155  -  Affected  general  fund  revenue  source:  "All  Other".  This  legislation  transfers  $60,000 
general  fund  in  FY  2007  and  $100,000  for  each  of  the  fiscal  years  2008  and  2009  to  a  newly  created 
state  special  revenue  account.  The  amounts  transferred  to  the  account  are  appropriated  in  the 
legislation  to  reimburse  eligible  service  members  for  life  insurance  premiums  paid.  Although  none  is 
projected  for  the  2009  biennium,  any  balance  at  the  end  of  a  fiscal  year  is  transferred  to  the  general 
fund.  The  legislation  is  effective  on  passage  and  approval. 

House  Bill  160  -  Affected  state  special  revenue  source:  "Common  School  Interest  and  Income". 
General  fund  revenue  of  $14,803  is  transferred  to  the  common  school  trust  as  reimbursement  for  past 
inappropriate  diversions.  Of  the  additional  earnings  from  this  amount,  95  percent  or  $827  in  FY  2008 
and  $798  in  FY  2009  is  deposited  to  the  guarantee  account.  The  legislation  is  effective  July  1,  2007. 

House  Bill  166  -  Affected  general  fund  revenue  sources:  "Corporation  Tax"  and  "Individual  Income  Tax. 
The  legislation  amends  the  eligibility  requirements  for  corporation  or  individual  income  tax  credits  for 
investments  in  depreciable  property  used  to  crush  oilseed  crops  for  biodiesel  production  or  for  building 
and  equipping  a  biodiesel  production  facility: 

o    The  credit  was  expanded  to  include  the  production  of  biolubricant 

o  The  timeframe  for  which  a  credit  could  be  claimed  was  increased  from  the  year  in  which  the 
property  was  purchased  to  two  tax  years  before  the  facility  beings  crushing  oilseed  or  producing 
biodiesel  or  biolubricant,  or  in  any  tax  year  in  which  the  facility  is  crushing  oilseed  or  producing 
biodiesel  or  biolubricant 
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o  The  qualification  for  the  type  of  property  eligible  for  the  credit  was  changed  from  one  in 
operation  before  January  1,  2010  to  one  in  operation  before  January  1,  2015 

o  Any  unused  tax  credit  can  now  be  carried  forward  for  seven  years  whereas  prior  to  HB  166  the 
credit  could  not  be  carried  forward 

HB  166  also  amended  the  eligibility  requirements  for  corporation  or  individual  income  tax  credits  for 
investments  in  depreciable  property  used  to  blend  biodiesel  with  petroleum  diesel  and  for  special  fuel 
distributors  or  qualifying  motor  fuel  outlet: 
In  addition  to  blending,  the  act  of  storing  biodiesel  was  included 

o    The  timeframe  for  which  a  credit  could  be  claimed  was  increased  from  the  year  in  which  the 
blending  began  to  two  tax  years  before  the  blending  begins  or  in  any  tax  year  in  which  biodiesel 
is  being  blended 
o    Any  unused  tax  credit  can  now  be  carried  forward  for  seven  year  whereas  prior  to  HB  166  the 
credit  could  not  be  carried  forward 

This  legislation  extends  the  deadline  in  which  to  claim  the  credits  from  tax  year  2009  to  2014.  The 
above  changes  result  in  more  tax  credits  and  a  reduction  to  general  fund  revenue  of  $33,750  in  FY 
2009  with  larger  reductions  projected  for  the  2011  biennium.  This  legislation  is  effective  on  passage 
and  approval. 

House  Bill  240  -  Affected  general  fund  revenue  sources:  "Corporation  Tax"  and  "Individual  Income  Tax". 
This  legislation  creates  a  new  corporation  or  individual  income  tax  credit.  The  credit  is  for  licensed 
establishments  in  Montana  who  assist  charitable  organizations  in  providing  lodging  to  those  displaced 
from  their  residence  do  to  the  danger  of  assault  or  who  are  referred  by  a  designated  charitable 
organization.  The  credit  is  $30  for  each  day  of  lodging  up  to  a  maximum  of  five  nights  for  each 
individual  per  year.  The  credit  is  refundable.  It  is  projected  that  the  additional  credits  will  reduce 
general  fund  revenue  by  $30,000  in  FY  2008  and  $30,000  in  FY  2009.  This  legislation  is  effective 
October  1,  2007  and  applies  to  tax  years  beginning  after  2007. 

House  Bill  278  -  Affected  general  fund  revenue  source:  "Insurance  Tax  and  License  Fees".  Beginning 
July  1,  2007,  the  genetics  program  fee  is  increased  from  $0.70  to  $1.00.  State  special  revenue  is 
projected  to  increase  $279,616  in  FY  2008  and  $288,004  in  FY  2009. 

House  Bill  298  -  Affected  general  fund  revenue  source:  "Coal  Trust  Interest".  The  Department  of 
Justice  is  appropriated  the  unexpended  amount  from  the  $650,000  of  loan  proceeds  appropriated  by 
the  2003  Legislature  for  the  2005  biennium  from  the  coal  severance  tax  permanent  fund.  The 
unexpended  amount  is  estimated  to  be  $400,000.  The  purpose  of  the  loan  and  appropriation  is  to 
conduct  the  natural  resource  damage  assessment  and  litigation  and  to  pursue  Montana's  remaining 
natural  resource  damage  claims  and  any  appeals  against  the  Atlantic  Richfield  Company.  Because  the 
removal  of  the  money  from  the  trust  results  in  a  smaller  invested  balance,  the  resulting  loss  in  transfers 
of  trust  interest  earnings  to  the  general  fund  is  expected  to  be  $11,320  FY  2008  and  $22,640  in  FY 
2009.  If  any  reimbursements  of  the  money  spent  are  received,  they  must  be  deposited  in  the  coal 
severance  tax  permanent  fund.  The  appropriation  is  effective  July  1 ,  2007. 

House  Bill  364  -  Affected  general  fund  revenue  source:  "All  Other".  This  legislation  establishes  a  new 
program  and  board  to  reimburse  losses  by  wolves  and  appropriates  $60,000  general  fund  for  FY  2008 
to  establish  the  new  board  and  fund  board  activities.  It  also  appropriates  $60,000  general  fund  for  FY 
2009  for  board  expenses.  This  legislation  creates,  but  does  not  fund,  new  livestock  loss  reduction  and 
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mitigation  accounts,  one  in  the  state  special  revenue  fund  and  one  in  the  federal  special  revenue  fund. 
Money  in  the  accounts  is  to  be  used  to  prevent  wolf  predation  on  livestock  and  reimburse  producers  for 
livestock  losses.  This  legislation  also  creates,  but  does  not  fund,  a  trust  fund.  Until  the  principal 
reaches  $5.0  million,  money  in  the  trust  fund  can  only  be  appropriated  by  a  three-fourths  vote  of  each 
legislative  house.  Interest  from  the  trust  fund  is  deposited  in  the  livestock  loss  reduction  and  mitigation 
state  special  revenue  account.  Until  the  principal  of  the  trust  fund  reaches  $5.0  million,  up  to  $120,000 
of  income  from  the  trust  not  spent  for  the  program  at  the  end  of  a  biennium  is  transferred  to  the  general 
fund.  After  the  principal  of  the  trust  fund  reaches  $5.0  million,  any  income  from  the  trust  not  spent  for 
the  program  at  the  end  of  a  biennium  is  transferred  to  the  general  fund.  Since  the  trust  is  not  funded, 
no  transfers  to  the  general  fund  are  projected  for  the  2009  biennium. 

House  Bill  402  -  Affected  general  fund  revenue  source:  "All  Other".  The  fees  for  filing  a  petition  for  any 
writ  and  a  notice  of  appeal  in  any  civil  case  appealed  to  the  Supreme  Court  are  increased  from  $75  to 
$100.  General  fund  revenue  increases  $8,127  each  year  of  the  2009  biennium.  This  legislation  is 
effective  July  1 ,  2007. 

House  Bill  490  -  Affected  general  fund  revenue  source:  "Individual  Income  Tax".  This  legislation  allows 
a  tax  credit  of  $1,000  for  each  eligible  child  adopted  if  the  taxpayer  qualifies  for  the  federal  adoption  tax 
credit.  The  credit  is  not  refundable,  but  can  be  carried  forward  for  five  years.  The  tax  credits  are 
projected  to  reduce  general  fund  revenue  by  $225,426  in  FY  2008  and  $278,492  in  FY  2009.  This 
legislation  is  effective  on  passage  and  approval  and  applies  to  tax  years  beginning  after  December  31, 
2006. 

House  Bill  569  -  Affected  general  fund  revenue  source:  "All  Other".  Among  other  changes,  this 
legislation  earmarks  violation  revenue  to  the  nursery  state  special  revenue  account  for  a  $2,100  loss  in 
general  fund  revenue  each  year  of  the  2009  biennium  and  an  increase  in  state  special  revenue  by  the 
same  amounts.  This  legislation  is  effect  October  1 ,  2007. 

House  Bill  634  -  Affected  general  fund  revenue  sources:  "All  Other"  and  "Individual  Income  Tax".  The 
biennial  bonding  authority  for  the  Montana  Facility  Finance  Authority  is  increased  from  $250  million  to 
$500  million.  Since  interest  earnings  from  the  bonds  are  tax  exempt,  Montana  bond  holders  will  pay  no 
tax  on  this  income.  General  fund  revenue  is  reduced  $58,219  in  FY  2008  and  $116,437  in  FY  2009. 
Bond  issuance  fees  are  projected  to  add  $37,500  each  year  to  the  general  fund.  The  legislation  is 
effective  on  passage  and  approval. 

House  Bill  680  -  Affected  general  fund  revenue  source:  "All  Other".  The  legislation  statutorily 
appropriates  general  fund  to  the  Department  of  Revenue  (an  estimated  $814,378  in  FY  2008  and 
$802,905  in  FY  2009)  to  enter  into  contracts  with  out-of-state  people  or  state  agencies  for  the  collection 
of  debt  owed  Montana  and  for  any  other  collection  costs.  The  department  must  determine  that  the 
amount  collected  will  exceed  the  collection  costs.  General  fund  revenue  is  projected  to  increase 
$1,255,102  each  year  of  the  2009  biennium.  The  legislation  is  effective  July  1,  2007. 

House  Bill  688  -  Affected  general  fund  revenue  source:  "Coal  Severance  Tax".  A  new  allocation  of 
$250,000  each  fiscal  year  from  the  coal  severance  tax  revenue  is  deposited  to  the  new  coal  and 
uranium  mine  permitting  and  reclamation  program  state  special  revenue  account.  Money  in  this 
account  is  to  be  used  by  the  Department  of  Environmental  Quality  to  administer  and  enforce  coal  and 
uranium  mine  reclamation.  General  fund  revenue  is  reduced  $250,000  each  fiscal  year  and  state 
special  revenue  is  increased  by  like  amounts.  The  legislation  is  effective  July  1,  2007. 
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2007  Legislature 

General  Fund  Revenues 

Item 

FY  2008 

FY  2009 

Motor  Vehicle  Fees 

Custom  classic  motorcycles 

$1,000 

$1,000 

Consolidate  dealer  fees 

0 

0 

Dealer  identification  cards 

2,500 

2,500 

New  issue  special  license  plate  fee 

377,500 

377,500 

Auto  auction  temporary  permit 

(1.400) 

(1.400) 

Subtotal 

$379,600 

$379,600 

All  Other 

Extend  annual  reporting  requirements 

$6,425 

$6,425 

Eliminate  license  fee  exemption 

285 

285 

Driving  record  report  fee  reduction 

(24.960) 

(24.960) 

Subtotal 

($18,250) 

($18,250) 

Total 

$361,350 

$361,350 

Legislative  Budget  Summary Revenue  Summary 

House    Bill    737   -   Affected    general    fund    revenue 

sources:  "Motor  Vehicle  Fee"  and  "All  Other".  The  table 

shows  the  amount  of  these  changes.     The  largest 

changes  are  from  the  requirement,  beginning  January 

1 ,  2008,  for  the  Department  of  Justice  to  manufacture 

and  issue  new  sets  of  special  license  plates  including 

collegiate,    generic,    and    commemorative    centennial 

license  plates  and  the  requirement  that  new  standard 

license  plates  must  be  issued  beginning  January  1, 

2010  and  every  four  years  thereafter.     General  fund 

revenue  increases  $361,350  in  FY  2008  and  $361,350 

in  FY  2009.  The  legislation  also  extends  the  reporting 

period  for  dealers  of  off-highway  vehicles,  boats  and 

snowmobiles,  eliminates  the  license  fee  exemption  for 

the  manufacturers  of  these  vehicles,  and  provides  a  reduction  from  eight  to  six  cent  for  each  driving 

record  searched  to  report  a  change  in  license  status  or  conviction  activity.    "All  Other"  general  fund 

revenue  decreases  a  net  of  $1 8,250  in  FY  2008  and  2009.  The  legislation  is  effective  January  1 ,  2008. 

House  Bill  755  -  Affected  general  fund  revenue  source:  "All  Other".  The  legislation  exempts  from  being 
taxed  unclaimed  property  (the  first  $200,000  to  be  adjusted  for  inflation)  of  gift  certificates  sold  by  a 
vendor  in  the  past  fiscal  year.  General  fund  revenue  is  reduced  $9,750  in  FY  2008  and  $15,572  in  FY 
2009.  The  legislation  is  effective  on  passage  and  approval  and  applies  to  gift  certificates  issued  after 
September  30,  2005. 

House  Bill  840  -  Affected  general  fund  revenue  source:  "Motor  Vehicle  Fee".  The  legislation  requires 
that  the  license  plates  for  trailers  be  the  same  six  inch  by  12  inch  size  as  motor  vehicle  license  plates. 
It  also  allows  generic  specialty  license  plates  to  be  issued  for  trailers  and  for  generic  specialty  license 
plates  to  be  permanently  registered.  General  fund  revenue  is  projected  to  increase  $21,173  in  FY  2008 
and  $42,350  in  FY  2009.  The  legislation  is  effective  January  1,  2008. 

Senate  Bill  4  -  Affected  general  fund  revenue  source:  "All  Other".  The  legislation  establishes  a 
procurement  rebate  state  special  revenue  account  that  receives  money  from  state  procurement  card 
rebates.  Money  in  the  account  is  to  be  used  to  administer  the  procurement  card  program  and  to 
reimburse  applicable  federal  funds.  Any  unspent  balance  in  the  account  is  transferred  to  the  general 
fund.  General  fund  revenues  increased  $169,876  in  FY  2008  and  $170,048  in  FY  2009.  State  special 
revenue  increase  $266,648  in  FY  2008  and  $266,982  in  FY  2009.  The  legislation  is  effective  July  1 , 
2007. 

Senate  Bill  25  -  Affected  state  special  revenue  source:  "Common  School  Interest  and  Income".  The 
Department  of  Natural  Resources  and  Conservation  is  authorized  to  use  contract  harvesting  to  harvest 
timber  products  from  state  trust  lands.  Rather  than  selling  the  timber  on  the  stump,  contract  harvesting 
allows  the  department  to  retain  ownership  of  the  products  and  contract  for  the  harvesting,  sorting,  and 
hauling  of  the  products  and  to  sell  the  various  timber  products  through  competitive  bids.  The  legislation 
allows  the  department  to  exceed  the  annual  sustained  harvest  level  by  up  to  5  percent  using  contract 
harvesting  to  address  forest  health  concerns.  It  is  estimated  that  1.0  million  additional  board  feet  from 
common  school  trust  land  will  be  harvest  by  this  method  beginning  in  FY  2009  at  a  value  of  $325,000. 
Gross  revenue  from  contract  harvesting  will  be  deposited  into  a  new  contract  harvesting  state  special 
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revenue  account  as  a  subaccount  of  the  timber  sales  account.  Appropriations  of  $280,000  from  this 
account  may  be  used  to  pay  contract  timber  harvesting  costs,  except  personnel  services  costs  for  state 
employees,  with  net  proceeds  distributed  to  the  appropriate  trust.  Up  to  $500,000  from  the  timber  sale 
account  is  transferred  to  the  contract  harvesting  account.  Since  the  additional  net  revenue  of  $45,000 
in  FY  2009  is  additional  harvest  above  18  million  board  feet,  the  revenue  is  deposited  to  the  guarantee 
account  and  is  statutorily  appropriated  to  the  Office  of  Public  Instruction  for  school  technology 
purchases  and  training  in  FY  2010.  The  legislation  is  effective  on  passage  and  approval. 

Senate  Bill  69  -  Affected  general  fund  revenue  source:  "Coal  Trust  Interest".  The  legislation  allows  the 
Board  of  Investments  to  loan  more  than  25  percent  of  money  in  the  permanent  coal  tax  trust  fund  to:  1 ) 
assist  employee-owned  enterprises  in  creating  new  jobs  or  retaining  current  jobs  for  Montana  residents; 
2)  enhance  economic  development  if  the  loan  will  create  at  least  15  additional  basic  sector  jobs;  and  3) 
make  loans  jointly  with  financial  institutions  if  at  least  10  new  jobs  would  be  created.  The  limit  on  the 
total  amount  of  loans  for  number  2  above  was  increased  from  $50  million  to  $80  million  and  the  limit  on 
the  total  amount  of  loans  for  number  3  above  was  increased  from  $50  million  to  $70  million.  Because 
the  rate  of  return  on  these  loans  are  less  than  the  rate  of  return  received  from  investments  in  the  trust 
funds  bond  pool,  earnings  from  the  coal  severance  tax  trust  fund  that  are  deposited  to  the  general  fund 
are  reduced  by  $292,050  beginning  in  FY  2009  with  larger  reductions  projected  for  the  2011  biennium. 
The  legislation  is  effective  July  1,  2007. 

Senate  Bill  84  -  Affected  federal  revenue  source:  "Federal  Forest  Receipts".  The  legislation  transfers 
the  administration  of  the  federal  funds  from  the  State  Auditor  to  the  Department  of  Administration. 
There  is  no  change  in  the  amount  of  revenue.  The  legislation  is  effective  July  1,  2007. 

Senate  Bill  88  -  Affected  state  special  revenue  source:  "Lodging  Taxes".  Beginning  July  1,  2007,  the 
legislation  permanently  allocates  $400,000  each  year  of  the  lodging  facility  use  tax  revenue  to  the 
Montana  heritage  preservation  and  development  state  special  revenue  account.  State  special  revenue 
to  the  account  increases  $400,000  each  year.  Money  in  the  account  is  statutorily  appropriated.  Other 
allocations  of  the  lodging  facility  use  tax  revenue  are  reduced  by  a  total  of  the  same  amount  and 
statutory  appropriations  reduced  accordingly.  The  legislation  is  effective  on  passage  and  approval. 

Senate  Bill  115  -  Affected  general  fund  revenue  source:  "All  Other".  All  money  collected  as  restitution 
for  illegally  killing  certain  wildlife  is  earmarked  for  use  by  the  Department  of  Fish,  Wildlife  and  Parks  for 
hunter  education  or  enforcement.  General  fund  revenue  decreases  $67,956  in  each  fiscal  year  of  the 
2009  biennium.  State  special  revenue  increases  by  the  same  amounts.  The  legislation  is  effective  July 
1,  2007. 

Senate  Bill  127  -  Affected  general  fund  revenue  source:  "All  Other".  Wineries  not  in  Montana  are  now 
able  to  distribute  wine  directly  to  retailers  in  addition  to  using  a  distributor  as  allowed  in  the  past.  If  a 
distributor  is  used,  the  out-of-state  winery  pays  a  fee  between  $0  and  $400.  If  distributing  wine  directly 
to  retailers,  the  out-of-state  winery  now  pays  an  initial  $400  license  fee  and  an  annual  fee  of  $200. 
Based  on  each  winery's  perception  of  licensing  cost  benefits  and  savings  from  by-passing  distributors, 
additional  wineries  are  expected  to  be  licensed.  License  revenue  is  deposited  to  the  liquor  enterprise 
fund  and  then  transferred  to  the  general  fund.  General  fund  revenue  increases  $100,325  in  FY  2008 
and  $142,850  in  FY  2009.  The  legislation  is  effective  October  1,  2007.  However,  additional  costs 
appropriated  in  HB  2  (May  2007  Special  Session)  to  implement  the  legislation  reduce  the  amount 
transferred  to  the  general  fund  (see  "House  Bill  2"  under  "May  2007  Special  Session"). 
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Senate  Bill  150  -  Affected  general  fund  revenue  source:  "Individual  Income  Tax".  The  legislation 
extends  the  termination  date  of  the  qualified  endowments  credit  from  December  31,  2007  to  December 
31,  2013  and  excludes  contributions  to  construct  or  purchase  operational  assets  such  as  buildings  and 
equipment.  The  tax  credits  are  projected  to  reduce  general  fund  revenue  by  $2,872,497  beginning  in 
FY  2009.  Reductions  in  FY  2008  are  contained  in  HJ  2.  The  legislation  is  effective  on  passage  and 
approval. 

Senate  Bill  161  -  Affected  general  fund  revenue  sources:  "Insurance  Tax  and  License  Fees"  and  "All 
Other".  Five  percent  of  the  premium  taxes  collected  from  captive  insurance  companies  that  had  been 
deposited  to  the  general  fund  is  earmarked  to  the  newly  created  captive  insurance  regulatory  and 
supervision  state  special  revenue  account.  All  fees  and  assessments  collected  from  captive  insurance 
companies  are  also  deposited  to  the  account.  Money  in  the  account  is  to  be  used  to  administer  captive 
insurance  company  statutes  and  reimburse  expenses  incurred  in  promoting  captive  insurance  in 
Montana.  The  balance  in  the  account  is  transferred  to  the  general  fund  at  the  end  of  each  fiscal  year. 
No  balance  is  anticipated  in  the  account  for  the  2009  biennium.  General  fund  revenue  is  reduced 
$8,000  in  FY  2009  and  $9,250  in  FY  2009  and  state  special  revenue  increases  by  the  same  amounts. 
The  legislation  is  effective  October  1 ,  2007. 

Senate  Bill  185  -  Affected  general  fund  revenue  source:  "Motor  Vehicle  Fee".  The  legislation  creates  a 
new  class  of  light  motor  vehicle.  A  "medium-speed  electric  vehicle"  is  a  vehicle  that  has  a  maximum 
speed  of  35  MPH,  is  propelled  by  electricity,  is  fully  enclosed,  has  a  40  inch  or  greater  wheelbase,  and 
has  a  wheel  diameter  10  inches  or  greater.  Titling  and  vehicle  registration  fees  are  projected  to 
increase  general  fund  revenue  $5,600  in  FY  2008  and  $11,025  in  FY  2009  and  increase  state  special 
revenue  to  the  motor  vehicle  information  technology  system  account  $125  in  FY  2008  and  $125  in  FY 
2009.  The  legislation  is  effective  on  passage  and  approval. 

Senate  Bill  209  -  Affected  general  fund  revenue  source:  "All  Other".  The  legislation  transfers  the 
registration  and  oversight  of  process  servers  and  levying  officers  from  the  clerks  of  district  court  to  the 
board  of  private  security  patrol  officers  and  investigators.  The  $100  biennial  certificate  of  registration 
fee,  previously  deposited  in  the  general  fund,  was  eliminate  and  process  services  now  pay  professional 
and  occupational  licensing  state  special  revenue  fees.  General  fund  revenue  is  reduced  $2,500  in  FY 
2008  and  $2,800  in  FY  2009.  The  legislation  is  effective  July  1,  2007. 

Senate  Bill  281  -  Affected  general  fund  revenue  source:  "Individual  Income  Tax".  Married  taxpayers 
filing  a  joint  federal  income  tax  return,  but  filing  separate  Montana  income  tax  returns,  may  now  claim 
the  same  deduction  amount  on  the  Montana  form  as  claimed  on  the  federal  form,  either  split  equally  or 
attributed  to  one  spouse,  for  the  following  deductions: 

o    Capital  loss 

o    Passive  and  rental  income  losses 

o    Individual  retirement  contribution  (attributed  to  the  spouse  who  made  the  contribution) 

o    Qualified  education  loan  interest 

o    Qualified  tuition  related  expenses 

The  net  change  in  taxable  income  results  in  a  general  fund  loss  of  $502,000  each  fiscal  year.  The 
legislation  is  effective  on  passage  and  approval  and  applies  to  tax  years  beginning  after  December  31, 
2006. 
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Senate  Bill  296  -  Affected  general  fund  revenue  source:  "All  Other".  The  number  of  available 
restaurant  beer  and  wine  licenses  issued  by  the  Department  of  Revenue  increases.  The  initial 
licensing  fee  depends  on  the  seating  capacity  of  the  restaurant:  1 )  $5,000  for  a  capacity  of  60  people  or 
less;  2)  $10,000  for  a  capacity  of  61  to  100  people;  and  3)  $20,000  for  a  capacity  of  greater  than  100. 
The  annual  license  fee  is  $400.  License  revenue  is  deposited  to  the  liquor  enterprise  fund  and  then 
transferred  to  the  general  fund.  General  fund  revenue  increases  $717,000  in  FY  2008  and  $32,400  in 
FY  2009.  The  legislation  is  effective  July  1,  2007.  However,  additional  costs  appropriated  in  HB  2 
(May  2007  Special  Session)  to  implement  the  legislation  reduce  the  amount  transferred  to  the  general 
fund  (see  "House  Bill  2"  under  "May  2007  Special  Session"). 

Senate  Bill  316  -  Affected  state  special  revenue  source:  "Property  Tax".  For  agricultural  land  that  was 
reduced  to  less  than  20  acres  due  to  eminent  domain,  the  legislation  allows  the  land  to  still  quality  as 
agricultural  land.  General  fund  revenue  from  the  95  mills  and  1.5  mills  is  reduced  by  $105  each  year. 
State  special  revenue  from  the  6  mills  is  reduced  by  $7  each  year. 

Senate  Bill  403  -  Affected  state  special  revenue  source:  "Property  Tax".  The  property  tax  exemption 
for  a  disabled  or  deceased  veteran  now  includes  up  to  five  appurtenant  acres  instead  of  just  one  lot. 
The  reduction  to  the  tax  base  reduces  general  fund  revenue  from  the  95  mills  and  1.5  mills  by  $6,737  in 
FY  2008  and  $7,002  in  FY  2009.  State  special  revenue  from  the  6  mills  is  reduced  by  $423  in  FY  2008 
and  $440  in  FY  2009. 

Senate  Bill  439  -  Affected  general  fund  revenue  source:  "Individual  Income  Tax".  Entities  making 
royalty  payments  to  royalty  owners  must  withhold  and  remit  to  the  Department  of  Revenue  six  percent 
of  the  royalty  payment.  Exceptions  are: 

o    Royalty  owners  who  are  the  U.S.  government,  state  governments,  Indian  tribes,  the  U.S.  as 
trustee  for  Indians,  publicly  traded  partnerships,  an  exempt  organization,  and  the  same  person 
as  the  remitter 
o    Remitters  who  annually  produce  less  than  100,000  barrels  of  oil  and  less  than  500  million  cubic 

feet  of  gas,  as  determined  by  a  3-year  rolling  average 
o    Royalty  payments  less  than  $166  for  the  withholding  period  or  less  than  $2,000  for  an 
annualized  payment  if  the  remitter  requests  the  exception  and  the  department  approves  it 

The  amount  of  tax  withheld  must  be  reported  and  sent  to  the  Department  of  Revenue  on  a  quarterly 
basis.  The  remitter  must  file  an  annual  report  by  February  28th  showing  the  total  royalties  paid  to  each 
royalty  owner  and  the  total  amount  of  tax  withheld.  Additional  general  fund  revenue  is  projected  to  be 
$1,497,868  in  FY  2008  and  $2,494,183  in  FY  2009.  The  legislation  is  effective  January  1,  2008  and 
applies  to  royalty  payments  made  after  December  31,  2007. 

Senate  Bill  553  -  Affected  general  fund  revenue  source:  "Individual  Income  Tax".  Beginning  in  tax  year 
2008,  licensed  physicians  starting  practice  in  a  rural  area  will  no  longer  be  entitled  to  the  yearly  $5,000 
individual  income  tax  credit  over  a  four-year  period.  Those  who  were  entitled  to  the  credit  prior  to  tax 
year  2008  may  still  claim  any  remaining  credit.  Since  the  credit  reduces  general  fund  revenue,  the 
phase-out  of  the  credit  claimed  by  those  remaining  in  the  program  increases  general  fund  revenue  by 
$63,100  in  FY  2009  increasing  to  $252,400  in  FY  2012  (reflecting  zero  credits  claimed  in  tax  year 
2011).  After  tax  year  2010,  no  more  credits  can  be  claimed.  Applicable  statutes  are  terminated 
December  31,  2010. 
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This  legislation  also  transfers  general  fund  to  the  "incentive  for  physicians  practicing  in  rural  areas  or 
medically  underserved  areas  or  for  underserved  populations"  state  special  revenue  account  in  an 
amount  equal  to  the  increase  in  general  fund  revenue  from  the  phase-out  of  the  above  tax  credit. 
Beginning  in  FY  2012  and  each  year  after,  the  amount  of  this  general  fund  transfer  will  be  $252,400. 
Beginning  2009,  the  legislation  also  increases  the  allowable  amount  of  the  fee  assessed  to  students 
preparing  to  be  a  physician  (and  who  are  supported  by  the  state  by  an  interstate  compact)  from  8 
percent  of  the  annual  medicine  support  fee  to  16  percent.  The  additional  revenue  of  $200,000  each 
year  from  this  increase  is  deposited  in  the  "incentive  for  physicians  practicing  in  rural  areas  or  medically 
underserved  areas  or  for  underserved  populations"  state  special  revenue  account.  Money  in  the 
account  is  statutorily  appropriated  to  the  Board  of  Regents. 

May  2007  Special  Session 

House  Bill  2  -  Affected  general  fund  revenue  sources:  "All  Other",  "Common  School  Interest  and 
Income",  "Individual  Income  Tax",  "Liquor  Profits",  and  "Lottery  Profits".  In  certain  cases,  the  amount  of 
money  appropriated  from  certain  accounts  impacts  the  amount  of  general  fund  revenue  from  various 
sources.  Although  these  revenue  amounts  are  estimated  prior  to  the  session  based  on  present  law 
appropriations  requested  in  the  executive  budget  and  finalized  in  HJ  2,  final  appropriations  set  by  the 
legislature  (such  as  those  in  HB  2,  HB  13,  HB  63  and  HB  131)  may  differ  and,  thus,  may  affect 
revenue. 

House  Bill  3  -  Affected  general  fund  revenue  source:  "Property  Tax".   The  legislation  provides  several 
property  tax  relief  mechanisms  for  facilities  that  produce  "clean"  energy.  The  relief  mechanisms  are: 
o    Tax  abatements  of  50  percent  of  taxable  value  for  certain  environmentally  friendly,  i.e.  "clean", 

facilities.  The  tax  abatement  is  available  for  4  years  during  the  construction  of  a  facility  and  15 

years  thereafter 
o    Creation  of  a  new  class  15  tax  class  containing  carbon  dioxide  capturing  equipment  and 

facilities,  with  a  tax  rate  of  3  percent 
o    Creation  of  a  new  class  16  tax  class  containing  high-voltage  direct  current  converter  stations 

that  are  constructed  in  a  location  and  manner  so  that  the  converter  station  can  direct  power  to 

two  different  regional  power  grids.  The  tax  rate  for  class  16  is  2.25  percent 
o    Exemption  from  property  taxes  of  land  that  is  within  660  feet  on  either  side  of  the  midpoint  of  a 

transmission  line  right-of-way  or  easement 
o    Expansion  of  class  14  property  to  include  certain  "clean"  facilities  and  equipment.  Class  14  has 

a  tax  rate  of  3  percent 

The  property  eligible  to  receive  the  tax  abatement,  and  the  property  in  classes  14,  15  and  16  are: 
o    Biodiesel  production  facilities,  class  14 
o    Biogas  production  facilities,  class  14 
o    Biomass  production  facilities,  class  14 

o    Coal  gasification  facilities  for  which  carbon  dioxide  is  sequestered,  class  14 
o    Ethanol  production  facilities,  class  14 
o    Geothermal  facilities,  class  14 
o    Renewable  energy  manufacturing  facilities,  class  14 
o    Clean  advanced  coal  research  and  development  equipment  and  renewable  energy  research 

and  development  equipment,  class  14 
o    A  natural  gas  combined  cycle  facility  that  offsets  a  portion  of  the  carbon  dioxide  produced 

through  carbon  credit  offsets,  class  14 
o    Transmission  lines  and  associated  equipment  and  structures,  class  14 
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o     Converter  stations  classified  as  class  16  property 
o    Carbon  sequestration  equipment  classified  as  class  15  property 
o     Pipelines  classified  as  class  15  property 

o    Up  to  $1 .0  million  in  value  of  equipment  used  in  clean  advanced  coal  research  and  development 
and  renewable  energy  research  and  development 

Almost  none  of  the  property  described  in  HB  3  exists  at  the  current  moment.  The  fiscal  note  states  the 
Montana-Alberta  transmission  line  will  be  built  if  it  can  be  classified  in  a  class  with  a  3  percent  tax  rate. 
Under  HB  3,  the  Montana-Alberta  transmission  line  will  be  classified  in  class  14  and  with  the  expansion 
of  class  14  with  a  rate  of  3  percent,  general  fund  revenue  increases  $72,000  and  state  special  revenue 
(6  mill)  increases  $4,600  beginning  in  FY  2009.  Revenues  are  expected  to  decrease  substantially  in 
the  2011  biennium.  The  legislation  is  effective  on  passage  and  approval. 

House  Bill  4  -  Affected  general  fund  revenue  source:  "All  Other".  The  legislation  stipulates  that  all 
proceeds  from  the  sale  of  the  National  Guard  armory  in  Missoula  are  to  be  deposited  to  the  general 
fund.  Since  the  legislation  appropriates  up  to  $3.5  million  of  the  proceeds  to  the  Department  of  Military 
Affairs  in  FY  2007,  general  fund  revenue  is  assumed  to  increase  by  the  same  amount  in  FY  2007.  The 
legislation  is  effective  on  passage  and  approval. 

House  Bill  9  -  Affected  general  fund  revenue  source:  "Individual  Income  Tax".  The  legislation  provides 
a  property  tax  rebate  up  to  $400  to  qualified  Montana  homeowners  on  their  primary  residence  in  which 
they  resided  at  least  seven  months  during  2006.  Homeowners  are  eligible  for  the  full  $400  if  they  paid 
at  least  $400  in  property  taxes  in  tax  years  2004,  2005  and  2006.  Homeowners  are  eligible  for  the 
actual  amount  of  property  taxes  paid  in  these  three  years  if  the  total  is  less  than  $400.  The  fiscal  note 
states  that  there  are  254,458  households  qualifying  for  the  full  $400  rebate  of  which  97  percent  will 
claim  the  rebate  for  a  cost  of  $98,729,704.  This  amount  is  statutorily  appropriated  from  the  general 
fund  in  FY  2008. 

Income  tax  payers  who  itemized  property  taxes  on  their  tax  year  2006  returns  will  be  required  to  count 
the  rebate  as  income  on  their  2007  income  tax  returns.  It  was  assumed  that  170,990  taxpayers 
itemized  property  taxes  and  that  their  marginal  tax  rate  is  5.88  percent.  A  total  of  $4,021,685  will  be 
collected  in  additional  income  taxes  in  FY  2008  as  a  result. 

The  department  of  revenue  requires  58  temporary  employees  to  administer  the  rebate  program  at  a 
cost  of  $215,634  and  operating  costs  of  $60,706.  Computer  costs  are  $300,000  and  the  cost  of 
developing,  printing  and  mailing  the  rebate  checks  is  $446,473.  For  the  2009  biennium,  $1,028,863 
general  fund  is  appropriated  in  HB  9  for  these  administrative  costs. 

HB  9  also  contains  a  contingent  income  tax  credit  for  the  95  mill  property  taxes  paid  on  the  first  $20,000 
in  market  value  of  a  taxpayer's  principal  residence  in  which  the  taxpayer  has  resided  at  least  seven 
months  during  the  tax  year.  The  income  tax  credit  is  refundable.  The  amount  of  the  credit  for  any 
given  tax  year  is  calculated  as  follows:  $20,000  in  residential  market  value  times  (1  -  homestead 
exemption)  times  the  class  4  tax  rate  times  0.095  (the  95  mills)  times  the  relief  multiple.  For  tax  year 
2007,  the  calculation  is:  $20,000  x  (1  -  0.332)  x  .0307  x  .095  =  $38.96  per  household  if  the  relief 
multiple  is  1 .  In  HB  9,  the  relief  multiple  is  set  at  zero  for  all  years  in  the  future  except  tax  year  2007.  In 
the  future,  the  relief  multiple  will  be  reviewed  by  the  Revenue  and  Transportation  Interim  Committee 
before  each  session.  This  committee  will  make  a  recommendation  to  the  legislature  regarding  what  the 
relief  multiple  should  be  set  at  for  the  upcoming  biennium. 
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For  tax  year  2007,  the  relief  multiple  is  contingent  on  the  actual  unaudited  general  fund  revenue 
received  during  FY  2007.  If  the  revenue  exceeds  $1,802.0  million,  for  each  $1.0  million  greater  than 
$1,802,000  million,  the  relief  multiple  will  increase  by  0.1,  but  only  for  tax  year  2007.  The  HJ  2  revenue 
estimate  for  FY  2007  is  $1,762,355  million  and  revenue  changes  enacted  in  the  2007  session  and  the 
May  2007  special  session  for  FY  2007  are  $6,302  million  for  a  total  of  $1,768,657  million  or  $33.34 
million  less  than  the  threshold  of  $1,802,000  million.  The  legislation  is  effective  on  passage  and 
approval. 

Senate  Bill  2  -  Affected  state  special  revenue  source:  "Common  School  Interest  and  Income". 
Although  the  legislation  does  not  change  the  amount  of  revenue  deposited  to  the  guarantee  account,  it 
does  temporarily  change  the  use  of  the  money  in  the  account.  Once  the  loan  authorized  in  SB  495 
(2001  session)  has  been  repaid  (estimated  to  be  in  FY  2008),  all  net  mineral  royalties  from  common 
school  trust  lands  deposited  to  the  guarantee  account  are  transferred  to  a  school  facility  improvement 
state  special  revenue  account.  However,  once  net  mineral  royalties  sold  under  SB  495  total  $138.9 
million,  the  mineral  royalties  will  once  again  become  part  of  the  common  school  trust  corpus  and  will  no 
longer  be  deposited  to  the  guarantee  account  or  transferred  to  the  school  facility  improvement  account. 
It  is  anticipated  that  the  $138.9  million  amount  will  be  reached  in  FY  2010.  Between  FY  2008  and 
2010,  approximately  $52.4  million  will  be  transferred  from  the  guarantee  account  to  the  school  facility 
improvement  account.  Money  in  the  account  must  be  used  to  implement  the  recommendations  of  the 
school  facility  condition  and  needs  assessment  and  energy  audit  conducted  under  SB  1  (December 
2005  special  session)  for:  1)  major  deferred  maintenance;  2)  improving  energy  efficiency  in  school 
facilities;  and  3)  critical  infrastructure  in  school  districts. 
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INTRODUCTION 

This  section  summarizes  the  major  legislative  appropriations  for  ongoing  costs  of  operating  state 
government  in  HB  2,  as  well  as  HB  13  (the  pay  plan  bill),  and  HBs  63  and  131,  which  increased 
employer  contributions  to  certain  retirement  systems.  In  the  2009  biennium,  total  general  fund 
appropriated  through  HB  2  and  HBs  13,  63,  and  131  is  $3.3  billion,  while  total  funds  are  $8.0  billion. 
These  totals  represent  89  percent  of  general  fund  and  almost  89  percent  of  total  funds  appropriated  by 
the  2007  Legislature.  The  legislature  also  appropriates  funds  through  statutory  appropriations  and 
other  legislation.  For  a  discussion  of  statutory  appropriations  see  page  122  of  this  volume.  Other 
appropriations  legislation  is  discussed  on  page  106  of  this  volume. 

APPROPRIATIONS  HIGHLIGHTS 

The  legislature  provided  total  general  fund  of  $3.3  billion  and  total  funds  of  $8.0  billion  for  the 
operations  of  state  government  in  the  2009  biennium.  Figure  13  shows  the  allocation  of  general  fund 
by  program  area  of  government.  Education,  corrections,  and  human  services  consume  86.4  percent  of 
this  total,  compared  to  88.2  percent  in  the  2007  biennium. 


Figure  13 
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Figure  14  shows  the  allocation  by  program  area  of  total  funds.  "All  Other"  includes  the  Department  of 
Transportation.  Because  of  the  significant  contribution  of  federal  funds  and  use  of  non-general  fund  in 
transportation  and  human  services,  those  two  functions  consume  almost  53  percent  of  the  total. 
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Figure  14 
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Increases  Over  the  2007  Biennium 

The  2009  biennium  total  in  HB  2  and  HBs  13,  63,  and  131  are  increases  in  general  fund  of  $651.1 
million  and  in  total  funds  of  $1,086.2  million  over  the  2007  biennium  level.  The  following  summary 
highlights  the  factors  in  those  increases. 


General  Fund  Increases 

Figure  15  shows  the  allocation,  by  program  area,  of  the  increase  in  general  fund.  As  shown,  each  area 
of  state  government  received  significant  increases,  with  the  largest  increases  occurring  in  human 
services,  K-12  education,  and  other.  A  more  detailed  explanation  of  the  increases  occurs  under  the 
heading  "Appropriations  by  Program  Area"  on  page  68. 

Figure  15 
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Total  Funds  Increase 

Figure  16  shows  the  allocation,  by  program  area,  of  the  increase  in  total  funds.  As  shown,  increases  in 
total  funds  are  dominated  by  human  services.  Increases  are  further  discussed  on  page  70. 

Figure  16 
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Legislative  Priorities 

General  Priorities 

As  reflected  in  its  approved  budget,  the  legislature  had  a  number  of  priorities  for  state  government  in 
the  2007  biennium.  The  following  narrative  discusses  some  of  the  major  priorities  by  program  area. 

Human  Services 

o  Maintain  existing  services  to  all  currently  eligible  persons,  including  replacement  of  federal 
funds  due  to  a  reduction  in  the  federal  Medicaid  participation  rate,  and  replacement  of  other 
anticipated  federal  reductions/losses 

o  Increase  rates  paid  to  human  services  providers  and  direct  care  workers,  in  part  to  provide 
health  care 

o     Increase  addiction  services  and  services  for  the  mentally  ill  and  aged 

o    Expand  tobacco  cessation  and  prevention  activities 

o     Expand  children's  health  insurance  and  eligibility  for  the  medically  needy 

o     Maintain  payments  to  TANF  recipients 

K-12  Education 

o  Annualize  all  changes  adopted  during  the  2005  special  session 

o  Adopt  full-time  kindergarten 

o  Provide  local  property  tax  relief  and  assistance  for  facilities  costs 

o  Utilize  all  anticipated  federal  funds 


Legislative  Fiscal  Report  2009  Biennium 


63 


Legislative  Fiscal  Division 


Legislative  Budget  Summary Appropriation  Summary 

Higher  Education 

o    Enhance  access  through: 

o    Measures  to  cap  tuition,  including  provision  of  greater  general  fund  support  for  operating 
costs  and  increased  community  college  support 

o    Provision  of  additional  support  to  Tribal  colleges  for  non-beneficiary  students 
o    Provide    staffing    and    equipment    to    enhance    other    programs    and    services,    including 

transferability  of  credits,  high  demand  areas,  and  distance  learning 

Corrections 

o    Provide  services  and/or  facilities  for  all  anticipated  population  increases,  including  additional 

probation  and  parole  officers 
o     Increase  payments  to  current  providers 

Other  Government 

o    Utilize  all  anticipated  federal  funds,  including  highway  construction  funds 

o    Expand  programs  for  economic  development 

o     Increase  compliance  by  and  convenience  of  taxpayers 

o    Provide  for  a  state  employee  pay  plan 

o    Provide  for  all  statewide  present  law  adjustments,  including  all  salary  adjustments  made  to 

convert  positions  to  the  broadband  pay  plan,  partially  offset  by  vacancy  savings  on  most 

positions 

Legislative  Priorities  -  Comparison  to  the  2006  Base 

The  legislature  generally  examines  the  budget  compared  to  the  adjusted  FY  2006  base,  rather  than  to 
the  2007  biennium.  Adjustments  made  to  the  budget  are  also  made  to  this  base.  The  following 
highlights  the  major  changes  in  general  fund  from  the  doubled  FY  2006  base  made  by  the  legislature, 
by  type  of  activity. 

While  there  are  a  number  of  changes  over  the  entirety  of  state  government,  over  half  of  the  increase  in 
general  fund  is  due  to  three  major  factors: 

1.  Present  law  and  new  proposals  in  K-12  education,  including  maintenance  of  all  2005  special 
session  action,  full-time  kindergarten,  and  tax  relief,  among  a  number  of  other  actions; 

2.  Statewide  present  law  adjustments;  and 

3.  The  state  employee  pay  plan. 
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Figure  17 

Major  Factors  -  HB  2,  HB  13,  HB  63,  and  HB  131  Increases  From  the  Doubled  2006  Base 
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The  following  figure  shows  the  changes  to  general  fund,  by  program  area,  to  the  doubled  FY  2006 
base.  A  further  discussion  begins  on  page  68  of  this  volume. 


Figure  18 


General  Fund 
2007  to  2009  Biennium  Legislative  Budget  Change 


Human  Services 
S168  5I0      — v 


^H 

^^^  ^\          Higher  Education 

^^^^^^^^^^^^^^ 

Public  Schools 

^ — '                                                                                             9.2% 

S180.473     — 

27.7% 

$651,088  Million  or  Percent  Chanec  24.87% 

Legislative  Fiscal  Report  2009  Biennium 


65 


Legislative  Fiscal  Division 


Legislative  Budget  Summary 


Appropriation  Summary 


Legislative  Priorities  -  Summary 

The  following  highlights  major  appropriations  factors  in  the  2007  biennium. 


FTE 

FTE  increase  by  412.08  in  FY  2008  and  385.58  in  FY  2009,  of  which  102.25  each  year  are  to  convert  contracted  services  to 

state  employees  in  the  public  defender  office.  All  but  seven  agencies  receive  an  increase,  and  all  but in  FY  2008  and in 

FY  2009  are  on-going  positions. 

General  Fund/Total  Funds 

General  Fund 
Total  Funds 

General  fund  increases  by  $651.1  million,  or  24.9  percent,  over  the  2007  biennium 

to  $3.3  billion 

Total  funds  increase  by  $1.1  billion,  or  15.8  percent,  to  $8.0  billion 

Major  Present  Law  Adjustments 

Human  Services 

o     Maintain  Medicaid  and  other  services  by  funding  caseload  increases  and 

providing  state  funds  to  replace  reductions  in  federal  participation  rates 
o     Provide  funds  to  address  other  known  or  anticipated  federal  changes 
o     Fund  anticipated  institutional  populations  and  expenses 

K-12  Education 

o     Inflationary  increases  and  adjustments  for  enrollment  changes 
o     Continue  all  2005  special  session  increases 
o     Utilize  all  anticipated  federal  funding  increases 

Higher  Ed 

o     Fund  all  anticipated  present  law  changes  and  enrollment  projections 

Corrections 

o     Address  rising  populations  through  increases  in  private  contract  beds, 

private  pre-release  beds,  and  probation  and  parole  officers 
o     Annualize  all  2007  biennium  initiatives  and  supplemental  increases 
o     Replace  or  provide  new  IT  capabilities 
o     Increase  provider  rates 

All  Other  Gov't 

o     Increase  tax  compliance  and  collections 

o     Maintain  solvency  of  state  highway  fund  while  maximizing  federal  funds 

o     Maintain  and  expand  various  economic  development  programs 

o     Fund  anticipated  costs  of  the  new  public  defender  system 

All  Agencies 

o  Fund  all  statewide  present  law  adjustments,  including  personal  services 
adjustments  made  during  the  interim  related  to  the  broadband  pay  plan 

o  Generally  replace  any  reductions  in  federal  funds  while  maximizing  other 
federal  funds  receipt 
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Major  New  Initiatives 

Human  Services 

o     Community  services  for  the  mentally  ill 

o     Provider  rate  increases  and  rate  rebasing 

o     Increased  wages  and  health  care  for  direct  care  workers 

o     Expansion  of  eligibility 

K-12  Education 

o     Full  time  kindergarten 

o     Property  tax  relief,  and  assistance  for  facilities  costs 
o     Per  educator  and  middle  school  entitlement  payments 
o     Additional  curriculum  specialists 

Higher  Ed 

o     Increased  general  fund  support  for  present  law  increases 

o     Enhanced    access    through    transferability,    distance    learning,    student 

assistance 
o     Increased  support  for  community  colleges,  experiment  stations,  and  non- 
beneficiary  tribal  college  students 

Corrections 

o     Interoperability  communications 

All  Other  Gov't 

o     Various  tax  compliance  measures 
o     Environmental  remediation  and  wildlife  grants 
o     Sex  offender  sentencing  and  treatment 
o     Access  to  the  legal  system 

All  Agencies 

o     State  employee  pay  plan 

Fund  Source 

General  fund  would  increase  as  a  percent  of  the  total  budget,  reversing  a  general  trend  of  higher  federal  participation  for  all 
but  one  of  the  last  several  biennia. 

Functional  Share  of  the  Budget 

All  areas  of  the  budget  show  large  increases  over  the  2007  biennium.    "All  Other"  would  increase  as  a  share  due  to  a  large 
number  of  additions  over  a  number  of  agencies.  Despite  the  large  increase,  the  share  of  the  budget  for  K-1 2  decreases. 

FTE 

FTE  increase  by  385.58,  or  3.3  percent,  in 
FY  2009  compared  to  the  FY  2007  level 
funded  by  the  2005  Legislature.  Figure  19 
shows  the  allocation  of  funding  for  the 
additional  FTE  by  functional  area. 


Figure  19 


FTE  Increases  by  Functional  Area 
FY  2006  to  FY  2009 


Human  Services 
112.9 

29% 


Environmental 

46.7 

12% 


As  shown  in  the  table,  the  increases  are 
widespread  across  agencies.     The  major 
causes  of  the  increases  are  the  following: 
o     Largest  net  increase  in  FTE 

o     Department  of  Public  Health  and 

Human  Services  -  The  increase 

is  due  primarily  to  two  factors:  1) 

the  maintenance  of  staff  added 

during      the      interim      due      to 

population    issues    at    Montana 

State  Hospital;  and  2)  provision 

of  additional  field  case  workers  (social  workers) 
o     Department  of  Revenue  -  The  legislature  added  FTE  for  enhanced  tax  compliance,  liquor 

system  reform,  workload,  property  reappraisal,  and  collection  of  out-of-state  debt.     It  is 

anticipated  that  the  department  will  also  hire  a  number  of  modified  FTE  for  other  initiatives. 
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o  Department  of  Corrections  -  The  legislature  added  36  additional  probation  and  parole 
officers  in  FY  2009,  IT  staff  and  school  to  work  functions  at  the  juvenile  facilities,  and  staff  to 
take  over  inmate  transportation  from  a  contracted  firm 

o    Without  the  impact  of  the  movement  of  county  attorney  positions  to  a  statutory  appropriation, 
the   Department  of  Justice   would   increase   by  25.50   FTE  for  additional   legal   staff, 
investigators    in    the    Gambling    Control    Division,    highway    patrol    dispatchers,    and 
miscellaneous  other  positions,  including  scientists  at  the  forensics  laboratory, 
o    Largest  percentage  increase  in  FTE 

o  Department  of  Commerce  -  The  legislature  expanded  several  economic  development 
programs  begun  or  maintained  by  the  2005  Legislature 

o  Office  of  Public  Instruction  -  FTE  were  added  for  curriculum  specialists  and  continuance  of 
data  management,  and  due  to  increased  federal  grants 

A  more  detailed  discussion  is  found  in  "State  Employees"  beginning  on  page  96  of  this  volume. 

Summary  Table 

The  following  figure  compares  the  2009  biennium,  by  fund  type,  general  fund  and  total  funds,  to  the 
2007  biennium.  Following  this  summary  are  discussions  of  major  action  by  fund  type  and  program 
area. 


Figure  20 

Biennium  to  Biennium  Comparison 

HB2.HB  13,  HB63,  HB  131 

2007  Biennium 

2007 

2009 

2007 

2009 

2009  Increase 

Percent 

Percent 

Percent 

Percent 

Component 

Biennium 

Biennium 

Over  2007 

Change 

of  Change 

ofTotal 

ofTotal 

General  Fund 

$2,617,768,680 

$3,268,857,492 

$651,088,812 

24.9% 

59.9% 

38.1% 

41.1% 

Slate  Special  Revenue 

1,097,341,004 

1,240,776,410 

143,435,406 

13.1% 

13.2% 

16.0% 

15.6% 

Federal  Special  Revenue 

3,123,266,709 

3,414,685,913 

291,419,204 

9.3% 

26.8% 

45.5% 

42.9% 

Other  Revenue 

27,519,267 

27,780,236 

260,969 

0.9% 

0.0% 

0.4% 

0.3% 

Total 

$6,865,895,660 

$7,952,100,051 

$1,086,204,391 

General  Fund 

K- 1 2  Education 

$1,144,208,181 

$1,324,681,609 

$180,473,428 

15.8% 

27.7% 

43.7% 

40.5% 

Higher  Education 

305,684,403 

365,637,359 

59,952,956 

19.6% 

9.2% 

11.7% 

11.2% 

Corrections 

240,621,022 

346,234,174 

105,613,152 

43.9% 

16.2% 

9.2% 

10.6% 

Public  Health 

618,684,824 

787,195,202 

168,510,378 

27.2% 

25.9% 

23.6% 

24.1% 

All  Other 

308,570,250 

445,109,148 

136,538,898 

44.2% 

21.0% 

11.8% 

13.6% 

Total 

$2,617,768,680 

$3,268,857,492 

$651,088,812 

24.9% 

Total  Funds 

K-12  Education 

$1,444,663,923 

$1,637,121,549 

$192,457,626 

13.3% 

17.7% 

21.0% 

20.6% 

Higher  Education 

426,577,125 

528,418,158 

101,841,033 

23.9% 

9.4% 

6.2% 

6.6% 

Corrections 

247,536,048 

355,222,973 

107,686,925 

43.5% 

9.9% 

3.6% 

4.5% 

Public  Health 

2,659,756,179 

3,112,341,348 

452,585,169 

17.0% 

41.7% 

38.7% 

39.1% 

All  Other 

2,087,362,385 

2,318,996,023 

231,633,638 

11.1% 

21.3% 

30.4% 

29.2% 

Total 

$6,865,895,660 

$7,952,100,051 

$1,086,204,391 

0.1582029 

APPROPRIATIONS  BY  PROGRAM  AREA 

While  certain  areas  dominate  the  total  changes  in  appropriations  due  to  their  relative  size,  the 
legislature  provided  increases  in  funding  across  state  government.  The  following  highlights  changes  in 
those  major  program  areas. 
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Major  Policy  Highlights  by  Program  Area 
2007  Biennium 


K-12  education  increases  $180.5  million  general  fund  and  $192.5  million  total  funds 

Major  increases  include: 

o    Continuance  and  annualization  of  all  2005  special  session  action 

o    All-day  kindergarten 

o     Property  tax  relief 

o     Facilities  assistance 

Higher  education  increases  $60.0  million  general  fund,  primarily  due  to  funding  of  all 

enrollment  increases  and  other  maintenance  costs  increases  at  a  greater  percentage 

of  general  fund  instead  of  the  previous  80  percent,  and  a  number  of  other  initiatives 

Human  services  increase  $168.5  million  general  fund  and  $452.6  million  total  funds 

o    Medicaid  caseload  and  service  increases,  as  well  as  a  reduction  in  the  percent  of 

the  total  Medicaid  costs  funded  with  federal  funds  and  costs  to  maintain  current 

services  in  other  areas,  cause  most  percent  of  the  general  fund  increase 
o    Services  for  the  mentally  ill,  replacement  of  reduced  federal  funds,  family  planning 

and  aging  services,  rates  paid  to  providers  of  services,  including  appropriations 

for  direct  care  workers  wage  increases,  are  increased 
Corrections   is   increased   to   deal   with   rising    populations,    including   additional 
probation  and  parole  officers,  higher  payments  to  current  providers,  and  funding  of 
most  anticipated  overtime  costs 

Transportation  is  funded  to  match  all  anticipated  federal  funds 
o    The  highways  state  special  revenue  account  is  structurally  balanced 
Other  policy  issues 
o    A  state  employee  pay  plan  was  passed  to  move  all  executive  branch  employees 

to   broadbanding,   and    provide   additional   funds   for   insurance   and   longevity 

increases  and  a  minimum  salary  increase  of  3.0  with  an  additional  0.6  percent 

discretionary 
o    The  capacity  and  activities  of  the  Department  of  Revenue  were  expanded  for 

increased  compliance  and  taxpayer  convenience 
o    Various  economic  development  initiatives  were  expanded  


K-12  Education 

The  appropriations  to  the  Office  of  Public  Instruction  (OPI)  for  the  2009  biennium  exceed  adjusted  2007 
biennium  spending  for  all  funds  by  $192.5  million  and  for  the  general  fund  by  $180.5  million.  The 
difference,  $12  million,  is  due  primarily  to  the  increase  to  both  the  agency  and  to  K-12  in  federal  funds. 

The  increase  of  $180.5  million  in  general  fund  between  biennia  contains  $12.1  million  for  OPI  agency 
and  $168.4  for  K-12.  The  increase  in  OPI  agency  is  due  new  appropriations  in  the  2009  biennium  for 
new  curriculum  specialists,  added  money  for  K-12  education  data  systems  and  Indian  Ed  for  All,  as  well 
other  adjustments  for  the  pay  plan,  retirement  and  present  law  adjustments. 

The  increase  of  $168.4  million  for  K-12  between  the  2009  biennium  and  the  2007  biennium  include:  1) 
new  proposals  in  the  2009  biennium  for  full-time  kindergarten,  property  tax  relief,  saving  for  school 
facilities,  increases  in  quality  educator  payments,  and  various  one-time-only  payments  ($139.5  million) 
2)  adjustments  for  the  new  funding  components  that  were  created  in  the  December  2005  session  and 
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were  first  spent  in  FY  2007  ($35.6  million),  3)  a  savings  of  general  fund  due  to  higher  expected 
revenues  in  the  guarantee  account  (-$8.3  million),  and  4)  other  small  adjustments  ($1.6  million). 
This  comparison  does  not  adjust  for  the  likely  general  fund  reversion  at  the  end  of  FY  2007  of 
approximately  $17.0  million  due  to  higher  than  expected  revenues  in  the  guarantee  account  which 
offsets  general  fund  in  paying  for  Base  aid  to  K-12.  Also  this  comparison  does  not  count  the  $32  million 
in  one-time-only  expenditures  in  the  2007  biennium.  Also  not  included  in  these  numbers  is  up  to  $30 
million  expected  to  be  distributed  to  schools  out  of  excess  2007  general  fund  revenues  for  capital 
purchases  and  maintenance  by  school  districts.  This  money,  up  to  $30  million,  will  be  distributed  to 
districts  in  FY  2008  to  the  extent  that  FY  2007  general  fund  revenues  exceed  $1,762  billion. 

Higher  Education 

The  primary  driver  of  the  funding  levels  and  legislative  action  related  to  the  2009  biennium  budget  for 
the  Montana  University  System  is  the  College  Affordability  Plan  (CAP),  an  agreement  between  the 
legislature  and  the  Board  of  Regents  to  "cap"  resident  student  tuition  rates  at  their  current  levels 
throughout  the  2009  biennium,  as  long  as  specific  state  funding  targets  have  been  met  in  the  overall 
state  budget.  Those  funding  targets  were  indeed  met  as  follows: 

o    HB  2  includes  $25.6  million  general  fund  to  support  cost  increases  at  the  university  unit 

campuses 
o    HB  13  (pay  plan)  includes  an  additional  $21.3  million  general  fund  that  will  support  personal 

service  increases  at  unit  campuses 
o    HB  63  and  HB  131  (state  employee  pension  legislation)  together  include  more  than  $2.0  million 
general  fund  that  will  support  employee  retirement  changes  in  the  university  system 
Therefore,  the  overall  2009  biennium  legislative  budget  for  the  Montana  University  System,  including 
pay  plan,  increases  by  $90.8  million,  a  21.0  percent  increase  over  the  2007  biennium  budget,  including 
the  following: 

o    General  fund  increases  by  $49.1   million,  a  15.6  percent  increase  over  the  2007  biennium 

budget 
o    Federal  funding  increases  by  $32.4  million,  a  35.2  percent  increase  over  the  2007  biennium 

budget 
o    State  special  revenue  funding  increases  by  $9.1  million,  a  31.4  percent  increase  over  the  2007 
biennium  budget 

Human  Services 

The  2009  biennium  appropriation  for  DPHHS  is  $441.6  million  total  funds,  including  $157.5  million 
general  fund,  higher  than  the  2007  biennium,  which  represents  a  16.5  percent  increase.  Most  of  the 
change  is  in  appropriations  for  direct  services  to  individuals  -  $364.3  million  or  82.5  percent  of  the  total 
difference,  and  most  of  the  increase  in  services  appropriations  funds  Medicaid  increases  -  $330.0 
million  over  the  biennium.  Service  utilization  growth,  provider  rate  and  direct  care  worker  wage 
increases,  as  well  as  expansions  in  eligibility  drive  the  Medicaid  changes.  Other  major  changes  are: 

o  Children's  Health  Insurance  Program  (CHIP)  eligibility  expansion  from  150  percent  of  the 
federal  poverty  level  to  175  percent  and  funds  for  state  assumption  of  CHIP  administration  - 
$19.4  million 

o    Community  mental  health  services  -  $17.5  million 

o    2009  biennium  pay  plan  -  $17.1  million 
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Corrections 

2009  biennium  funding  for  the  Department  of  Corrections  is  $107.7  million  greater  than  2007  biennium 
funding.  The  bulk  of  this  increase,  $105.6  million,  occurs  in  the  general  fund.  If  the  supplemental 
appropriation  of  $28.2  million  provided  by  the  legislature  is  included  in  the  2007  biennium  funding,  the 
increase  decreases  from  $105.6  million  to  $77.4  million  general  fund.  Increases  in  funding  for  the 
Department  of  Corrections  are  primarily  related  to  annualization  of  programs  implemented  in  the  2007 
biennium  and  an  anticipated  increase  in  the  average  daily  population  of  slightly  more  than  6.0  percent  a 
year,  provision  of  provider  rate  increases,  and  exemption  of  some  staff  from  4  percent  vacancy  savings 
requirements.  Additionally,  the  implementation  of  provisions  included  in  SB  547  related  to  sexual 
offenders  is  anticipated  to  increase  costs  by  $1.9  million  in  the  2009  biennium.  This  increase  in  costs 
will  be  compounded  in  future  years  because  the  department  anticipates  32  additional  offenders  will 
enter  the  system  each  year  due  in  part  to  the  mandatory  minimum  25  year  sentence  provided  under 
certain  circumstances. 

Transportation 

The  2009  biennium  budget  for  the  Department  of  Transportation  is  $16.1  million  lower.  Two 
counteracting  factors  contribute  to  the  difference:  1)  state  special  revenue  is  reduced  through 
reductions  in  wholly  state  funded  construction  projects  and  unspecified  maintenance  reductions;  and  2) 
federal  funds  are  increased  to  reflect  higher  federal  aid  reauthorization,  and  significantly  higher  funding 
for  transit  grants  and  projects. 

All  Other  Agencies 

All  other  agencies  increase  by  $136.5  million,  or  an  average  of  44.2  percent  from  the  2007  biennium. 
All  agencies,  with  the  exception  of  the  Judiciary  (due  to  transfer  of  the  public  defender  function  to  a  new 
agency  -  without  this  factor  that  agency  would  have  increased  by  24.4  percent),  show  large  percentage 
increases.  The  state  employee  pay  plan  adds  funding  to  all  agencies,  as  do  general  increases  in 
personal  services,  fixed  costs,  and  inflationary  adjustments.  Other  major  increases  include: 

o    Additional  tax  compliance  and  infrastructure  in  the  Department  of  Revenue 

o  Expansion  of  various  2007  biennium  economic  development  initiatives  such  as  new  worker 
training 

o    Environmental  remediation  and  grants 

o     Funding  to  pursue  litigation  regarding  captive  shippers  and  water  access 

APPROPRIATIONS  BY  FUND  TYPE 

This  section  compares  appropriations  made  by  the  legislature  by  fund  type:  1)  general  fund;  2)  state 
special  revenue;  and  3)  federal  funds. 

Figure  21  shows  a  breakdown  of  HB  2  and  HBs,  63,  and  131,  by  source  of  funding.  As  shown,  federal 
funds  constitute  the  largest  share  of  total  funding.  However,  in  the  last  two  biennia  general  fund  has 
assumed  a  greater  share  of  the  budget,  reversing  a  long-term  trend. 
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Figure  21 


Comparison  By  Fund  Type 

Proprietary 
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15.6% 

General  Fund 

General  fund  increases  by  $651.1  million,  or  24.9  percent.  This  funding  source  shows  the  highest 
dollar  and  percentage  growth  over  the  previous  biennium.  The  following  chart  shows  the  allocation  of 
the  additional  funds  by  area  of  government. 


Figure  22 


Total  General  Fund 
2007  to  2009  Biennium  Legislative  Budget  Change 
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General  fund  increases  are  widespread  across  state  government,  with  most  agencies  receiving  a 
significant  increase.  The  major  increases  in  general  fund  are  due  to  the  following: 

o  K-12  Education  -  Continuance  of  present  law  services,  and  a  number  of  new  initiatives 
including  property  tax  relief,  full-time  kindergarten,  facilities  assistance,  and  numerous  others  - 
$180.  5  million 
o  Higher  Education  -  Increased  general  fund  contribution  to  present  law  adjustments  and  a 
number  of  other  initiatives,  including  increased  student  assistance,  community  college  and  tribal 
college  non-beneficiary  student  support,  and  distance  learning  and  transferability  of  credits  - 
$60.0  million 
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Human  Services  -  Maintenance  of  services  to  all  current  recipients  and  some  expansions, 

replacement  of  all  reduced  federal  funds,  including  the  Medicaid  matching  rate,  expansions  of 

services  for  the  mentally  ill  and  aged,  increased  provider  rates  and  direct  care  worker  wages, 

and  increased  funding  for  family  planning,  energy  assistance,  and  addiction  treatment  -  $168.5 

million 

Corrections  -  Funding  of  all  anticipated  increases  in  population,  including  additional  probation 

and  parole  officers  -  $105.6  million 

Other  Agencies  -  funding  of  additional  tax  compliance  and  infrastructure  in  the  Department  of 

Revenue,  expansion  of  economic  development  initiatives  begun  in  the  2007  biennium,  various 

environmental  activities,  including  enhanced  remediation,  and  numerous  other  initiatives  - 

$136.5  million 

Statewide  present  law  adjustments  to  fully  fund  all  personal  services,  fixed  costs,  and  specific 

inflation  factors  -  about  $58  million  (from  the  doubled  2006  base) 

The  state  employee  pay  plan  -  $55.5  million 


State  Special  Revenue 

State  special  revenue  increases  by  $143.4  million,  or  13.1   percent.     Of  this  total  increase, 
Department  of  Public  Health  and  Human  Services  is  over  53  percent.  (Figure  23  illustrates). 


the 


Figure  23 


State  Special  Funds 
2007  to  2009  Biennium  Legislative  Budget  Change 
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State  special  revenue  increases  $143.4  million,  or  13.1  percent.  The  Department  of  Public  Health  and 
Human  Services  (DPHHS)  accounts  for  over  half  of  this  increase.  Major  changes  are  due  to  the 
following: 

o    Within  DPHHS: 

o    An  increase  in  the  use  of  the  health  and  Medicaid  initiative  account  (tobacco)  taxes, 

primarily  for  continuance  of  prior  initiatives  for  and  expansion  of  expanded  access  to 

medicines  (including  Big  Sky  Rx),  provider  rate  and  direct  care  worker  increases,    and 

Medicaid  coverage 

o    Additional    tobacco    settlement    funds    for    expanded    CHIP    coverage    and    state 

administration 
o    Expanded  chronic  disease  and  tobacco  prevention  and  cessation  programs 
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o    Continuance  of  the  hospital  bed  tax,  nursing  home  bed  utilization  fee,  and  additional 
county  funds  used  to  match  Medicaid  funds 
o    Additional  funds  for  Access  Montana,  a  program  to  provide  assistance  to  small  businesses  to 

provide  health  insurance 
o    Base  adjustments  and  debt  service  for  the  Motor  Vehicle  Division,  increased  highway  patrol 

costs,  and  numerous  other  adjustments  in  the  Department  of  Justice 
o    An  audit  correction  and  additional  operating  costs  in  the  Department  of  Fish,  Wildlife,  and  Parks 
o    Additional  six  mill  levy  revenue  in  higher  education 

o    Increased  use  of  the  employment  security  account  in  the  Department  of  Labor  and  Industry 
o    A  number  of  increases  in  the  Department  of  Natural  Resources  and  Conservation,  including 

resource    indemnity    trust    funding,    water    resources,    fire    assessments,    and    trust    land 

administration 
o    A  reduction  in  the  Department  of  Transportation  to  ensure  continued  solvency  in  the  highways 

state  special  revenue  account. 

Federal  Revenue 

Federal  revenue  increases  by  $291.4  million.    The  following  figure  shows  the  allocation  by  area  of 
government. 


Figure  24 


Federal  Special  Funds 
2007  to  2009  Biennium  Legislative  Budget  Change 


(S50) 


Change 


%  Change 


,^"~"'^ 


Human  Services 


S206.956 


Corrections 


($0,421) 


-0.14% 


Higher  Education 


$32,433 


.13% 


Public  Schools 


13.90% 


$291,42  Million  or  Percent  Change  9.33% 


Of  this  total  $207.0  million,  or  over  71  percent,  is  in  DPHHS.  These  increases  are  primarily  related  to 
continuance  of  services  to  current  Medicaid  recipients  with  some  minor  expansions,  partially  offset  by  a 
reduction  in  the  share  of  these  costs  assumed  by  the  federal  government.  In  addition,  food  stamp 
costs  increase,  as  do  a  number  of  grants. 

In  addition,  the  legislature  provided  authority  for  all  anticipated  federal  grants,  most  notably  in  K-12 
education,  environmental  and  wildlife  programs,  and  transportation;  and  provided  additional  authority  to 
the  Commissioner  of  Higher  Education  for  student  loan  volume. 
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INTRODUCTION 


The  purpose  of  this  section  is  to  present  budget  comparisons  in  different  ways  to  give  the  reader 
various  perspectives  of  the  action  taken  by  the  2007  Legislature.  In  the  following  pages,  the  2009 
biennium  budget  is  summarized  in  ways  that  reflect  the  actions  of  the  legislature  relative  to  previous 
actions  or  benchmarks.  These  are  discussed  in  four  parts: 

o    Comparison  to  the  2006  Base  -  this  method  is  used  because  the  state  budget  is  developed 

from  a  base  year  (FY  2006),  but  it  should  be  noted  that  it  is  not  a  good  measure  of  true  growth 
o    Comparison  to  Present  Law  -  this  method  compares  the  budget  to  the  amount  necessary  to 

maintain  state  services  at  the  level  established  by  the  2005  Legislature, 
o    Comparison  to  Executive  Budget  -  reports  how  the  budget  adopted  by  the  legislature  compares 

to  (differs  from)  the  budget  submitted  by  the  Governor  at  the  beginning  of  the  session 
o  Biennial  Budget  Comparisons  -  shows  how  the  approved  2009  biennium  budget  compares  to 
the  expenditures  of  the  2007  biennium  (the  expenditures  of  the  2007  biennium  are  FY  2006 
actual  expenditures  and  adjusted  appropriations  for  FY  2007).  This  method  is  prescribed  in 
statute,  and  is  a  better  measure  because  it  takes  into  consideration  the  cyclical  nature  of  the 
state  budget 
o  Agency  Budget  Comparisons  by  Fund  -  compares  the  2009  biennium  budget  to  FY  2006 
expenditures  and  FY  2007  adjusted  appropriations,  except  that  this  comparison  is  presented  by 
fund  for  each  agency  of  state  government 
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FY  2006  is  used  as  the  starting  point,  or  base,  for  all  budget  development,  rather  than  the  2007 
biennium.  Therefore,  appropriations  by  the  legislature  are  presented  as  changes  to  that  base  in  this 
section.  The  following  shows  all  additions  contained  in  HB  2,  HB  13,  HB  63,  and  HB  131. 

Figure  1  shows  the  legislature's  priorities  from  the  doubled  2006  base.  As  shown,  the  legislature 
provided  funding  for  a  large  and  diverse  number  of  purposes,  including  a  significant  number  that  do  not 
fall  into  any  of  the  categories  shown,  but  total  over  $33  million. 

As  shown,  the  largest  increase  is  for 
new  proposals  in  K-12  education 
($142.8  million),  including  property 
tax  relief,  full-time  kindergarten, 
school  facilities,  and  several  others. 
The  next  highest  additions  are  for 
present  law  K-12,  including 
annualization  of  all  2005  special 
session  action,  statewide  present 
law  adjustments,  and  the  state 
employee  pay  plan. 

The  total  increase  of  $735.5  million 
is  29.0  percent  higher  than  the 
doubled  base  (the  increase  is 
smaller  when  compared  to  the  2007 
biennium).  About  13  percent  of  the 
increase  is  due  to  one-time-only 
proposals.  However,  most  of  the 
increase  is  for  on-going  initiatives, 
and  consequently  carried  forward 
into  the  next  biennium. 

Further  discussions  of  new  initiatives 

not  included   in  the   bills   indicated 

above  (most  of  which  are  one-time-only)  are  included  in  the  relevant  sections  of  this  volume.    HB  2 

appropriations,  most  of  which  are  on-going,  are  discussed  in  the  following  sections.    More  detailed 

discussion  of  HB  2  appropriations  is  contained  in  the  relevant  sections  of  the  individual  agency 

analyses  in  Volumes  3  and  4. 


Figure  1 

Major  Factors  -  HB  2,  HB  13,  HB  63,  and  HB  131  Increases  From  the  Doubled  2006  Base 

General  Fund  2009  Biennium  (Mill 

ons) 

—  General  Fund  - 

Percent  of  Cumulative 

Activity 

Amount      Total           Percent 

Doubled  2006  Base 

$2,533.33 

Maior  Adjustments  -  $735.5  million 

K-12  Total  New  Proposals 

142.80 

19.4% 

19.4% 

K-12  Major  Present  Law  Adjustments 

112.70 

15.3% 

34.7% 

Statewide  Present  Law  Adjustments 

58.33 

7.9% 

42.7% 

Pay  Plan 

55.53 

7.5% 

50.2% 

Corrections  Populations  -  Annualize  Costs/New  Beds/FTE/Treat 

51.87 

7.1% 

57.3% 

Caseload  Adjustments  -  DPHHS 

35.90 

4.9% 

62.1% 

DPHHS  -  FMAP  Replacement 

28.13 

3.8% 

66.0% 

Change  in  Federal  Funds  Availability 

25.68 

3.5% 

69.5% 

New  Mental  Health/ Addiction  Expansions 

25.23 

3.4% 

72.9% 

Tax  Collection  Related 

24.20 

3.3% 

76.2% 

Higher  Ed  Increase  in  Present  Law  General  Fund  Contribution 

23.28 

3.2% 

79.4% 

Provider  Rate  Increases  -  DPHHS/Corrections 

17.18 

2.3% 

81.7% 

Economic  Development 

13.77 

1.9% 

83.6% 

Miscellaneous  Major  Additions  -  DPHHS 

13.71 

1.9% 

85.4% 

Protective  Services/Medical/Welfare/Seniors  -  DPHHS 

12.02 

1.6% 

87.1% 

Other  Higher  Education  Initiatives 

10.17 

1.4% 

88.4% 

Major  Environmental/Remediation 

8.28 

1.1% 

89.6% 

Miscellaneous  Other  IT  -  HB  2 

7.94 

1.1% 

90.6% 

Higher  Ed  Student  Assistance 

6.88 

0.9% 

91.6% 

Office  of  the  Public  Defender  Caseload/ Annualization 

6.27 

0.9% 

92.4% 

Litigation  -  Tranportation/Justice 

6.00 

0.8% 

93.2% 

Direct  Care  Worker  Wage  Inc/Hlth  Care  for  Hlth  Care  Workers 

5.86 

0.8% 

94.0% 

Miscellaneous  Other  Major  Additions 

4.97 

0.7% 

94.7% 

Additional  Employer  Retirement  Contributions 

2.89 

0.4% 

95.1% 

Exempt  Corrections  24/7  staff  from  vacancy  savings 

2.81 

0.4% 

95.5% 

All  Other 

33.13 

4.5% 

100.0% 

Total  Increase 

$735.53 

2009  Biennium 

$3.268.86 
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COMPARISON  TO  PRESENT  LAW 

Present  law  is  essentially  defined  as  the  amount  necessary  to  maintain  state  services  at  the  level 
established  by  the  last  legislature.  As  such,  it  incorporates  a  number  of  elements,  with  changes  in 
caseload,  enrollments,  and  populations;  as  well  as  annualizations  of  previous  actions  (i.e.  the  state 
employee  pay  plan)  the  most  likely  to  cause  the  greatest  change. 

The  legislature  added  $380.1  million  in  general  fund  present  law  adjustments  compared  to  the  doubled 
FY  2006  base  ($295.6  million  compared  to  the  2007  biennium).  This  is  an  unusually  high  amount 
compared  to  recent  biennia.  Two  of  the  out-of-the-ordinary  factors  that  contribute  to  this  large  increase 
are: 

o     Increases  for  K-12  education  provided  during  the  December  2005  Special  Session 
o    Changes  in  the  percentage  of  Medicaid  costs  that  the  federal  government  will  pay. 
Changes  in  Medicaid  caseload  and  corrections  populations,  as  well  as  annualization  of  increases 
provided  by  the  last  legislature,  also  add  significantly  to  the  totals. 


However,  as  shown  in  Figure  2, 
while  certain  large  agencies 
contribute  the  most  dollar 
increases,  the  provision  of  present 
law  adjustments  was  widespread 
across  state  government.  Please 
also  note  that  the  reduction  in  the 
Judicial  Branch  and  the  large 
increase  for  the  Office  of  the  Public 
Defender  reflect  the  transfer  of 
legal  services  for  the  indigent  from 
the  Judiciary  to  the  new  public 
defender  office  in  FY  2007.  If  this 
transfer  was  factored  out,  the 
Judiciary  would  show  an  increase 
of  almost  13  percent.  Among  the 
largest  items  common  to  all 
agencies  are  statewide  present  law 
adjustments,  which  add  about  $58 
million  compared  to  the  doubled 
base.  The  largest  component  of 
this  increase  is  full  funding  of 
personal  services  costs  to  account 
for  several  changes,  including  the 
2007  biennium  pay  plan, 
broadband  pay  plan  adjustments, 
and  other  factors. 


Figure  2 

Present  Law  Increases 

2007  Biennium  to  2009  Biennium 

Agency 

2007  Biennium 

2009  Biennium 

Difference 

Percent 

Legislative  Branch 

$16,918,601 

$18,621,678 

$1,703,077 

10.1% 

Judicial  Branch 

65,525,334 

64,036,060 

-1,489,274 

-2.3% 

Governor's  Office 

10,648,658 

11,807,217 

1,158,559 

10.9% 

Comm  of  Political  Practices 

668,416 

691,919 

23,503 

3.5% 

State  Auditor's  Office 

0 

0 

0 

OPI 

1,144,208,181 

1,177,613,289 

33,405,108 

2.9% 

Crime  Control  Division 

3,490,857 

4,388,581 

897,724 

25.7% 

Justice 

43,849,583 

48,521,800 

4,672,217 

10.7% 

Board  of  Public  Education 

343,879 

411,100 

67,221 

19.5% 

Commissioner  of  Higher  Ed 

305,684,403 

297,938,352 

-7,746,051 

-2.5% 

School  for  the  Deaf  and  Blind 

9,516,222 

9,687,165 

170,943 

1.8% 

Montana  Arts  Council 

791,291 

865,085 

73,794 

9.3% 

Montana  State  Library 

3,441,709 

4,443,634 

1,001,925 

29.1% 

Historical  Society 

4,120,487 

4,663,570 

543,083 

13.2% 

Fish,  Wildlife,  and  Parks 

0 

0 

0 

Environmental  Quality 

7,785,101 

13,346,788 

5,561,687 

71.4% 

Transportation 

0 

0 

0 

Livestock 

1,165,319 

1,311,932 

146,613 

12.6% 

DNRC 

32,101,504 

40,526,451 

8,424,947 

26.2% 

Revenue 

67,701,657 

92,173,415 

24,471,758 

36.1% 

Administration 

7,715,423 

12,502,100 

4,786,677 

62.0% 

Concensus  Council 

137,870 

152,139 

14,269 

10.3% 

Public  Defender 

14,661,634 

38,294.749 

23,633,115 

161.2% 

Agriculture 

1,179,033 

1.328,460 

149,427 

12.7% 

Corrections 

240,621,022 

328,101,245 

87,480.223 

36.4% 

Commerce 

3,989,046 

14,547,296 

10,558.250 

264.  -. 

Labor  and  Industry 

3,332,516 

3,950,259 

617,743 

18.5% 

Military  Affairs 

9,486,110 

9,918,718 

432,608 

4.6% 

DPHHS 

618,684,824 

713,535,679 

94,850,855 

15.3% 

Total 

$2,617,768,680 

$2,913,378,681 

$295,610,001 

11.3% 

Each  of  these  elements  is  discussed  in  more  detail  in  the  relevant  sections  of  the  agency  narratives  in 
Volumes  3  and  4. 
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COMPARISON  TO  EXECUTIVE  BUDGET 

The  2009  biennium  budget  established  by  the  legislature  in  HB  2,  HB  13  (pay  plan)  and  HBs  63  and 

131  (increasing  employer  contributions  for  certain  retirement  systems)  is  $75.0  million  general  fund  and 

$179.2  million  total  funds  higher  than  the  amount  recommended  by  Governor  Schweitzer  as  published 

in  the  executive  budget  in  November,  2006.    Figure  3  graphically  shows  the  differences.    However, 

please  note  that  Figure  3  includes  the  impact  of  the  2009  biennium   pay  plan  and  employer 

contributions    to     certain     retirement 

systems.   The  pay  plan  was  proposed 

by    Governor    Schweitzer,     but    not 

incorporated  into  agency  budgets  at 

the  time  of  publication.   If  the  pay  plan 

and  employer  retirement  contributions 

are  excluded,  the  total  difference  in 

general  fund  is  $16.5  million.     The 

table  also  notes  those  instances  where 

the  legislature  approved  an  executive 

recommendation,    but   included    it   in 

other  legislation: 

o    Noxious  weed  trust  transfer 

o    Pay-off      loan      for      defined 
contribution  retirement  plan 

o    Deferred  maintenance 


Figure  3 

Comparison  to  Legislature  to  November  2006  Executive  Budget 

Major  Differences  by  Program  Area 

2009  Biennium 

in  millions 


Agency/Component 


Gen  Fund  All  Funds 

Over  (Und)  Exec   Over  (Und)  Exec 


Total  Differences 

General  or  Statewide 

Pay  Plan  (HB  13) 

Retirement  Contributions  (HB  63  and  HB  131) 
K-12  Education 

Property  Tax  Relief 

Kindergarten  Start-up 

Additional  On-going  Kindergarten 

Additional  Indian  Education  for  All 

Gifted  and  Talented  OTO 
Montana  University  System 

Additional  Non-beneficiary  Student  Assistance 

Speech  Pathology/PBS 

Community  Colleges  Support 
Corrections 

Reduce  Anticipated  Population  Increases 

Provider  Rate  Increases 

Eliminate  Vacancy  Savings  for  24/7  Positions 

Jessica's  Law 
Human  Services 

Revised  Caseload  Estimates 

Reduced  Estimates  of  Big  Sky  Rx 

Do  Not  Approve  STEP 

Reduce  the  Proposal  for  DD  Waiting  List  Reduction 

Reduce  LIEAP  Increase/Meth  Prevention 

Increase  Direct  Care  Worker  Wages 

Various  Mental  Health  Services 

Various  Aging-Related  Services 

Provider  Rate  Inc/Health  Care  for  Health  Care  Workers 

Family  Planning  Services 

Hospital  Utilization  Fee  Increase 

Tobacco  Cessation/Prevention 

Expanded  Medicaid/CHIP/Other 

Prescription  Drug 
Miscellaneous  Other  Major 

Administration  -  Deferred  Maintenance  in  Other  Legislation 

DNRC  -  No  Set-Aside  for  Fire  Suppression 

Agriculture  -  Noxious  Weed  Transfer  in  Other  Legislation 

Justice  -  County  Attorney  Salaries  to  Statutory  Appropriation 

Department  of  Revenue  -  Various 

Commerce  -  Reduce  Manufactured  Home  Trust 

Administration  -  Transfer  to  Retirement  Act  Other  Legislation 

Governor  -  Do  No  Approve  Federal  Relations/Mkting  MT 

DEQ  -  Reduced  Superfund  Bonding 

Justice  -  Highway  Patrol  Statutory  Offset 

FWP  -  No  Contract  Authority 

Justice  -  Meth  Watch 

Judiciary  -  Drug  Courts 

Judiciary  -  Add  Pay  Equity/Self  Help  Law 

Various  in  Legislative  Branch 

Administration  -  SABHRS  Licensing  Costs 

Labor  -  Add  Reed  Act  Funds 

Miscellaneous  Other  Positive/Negative 


$74.95 


$179.17 


Figure  3  highlights  the  major 
differences  between  the  executive 
budget  as  published  and  legislative 
appropriations.  The  agency  narratives 
in  Volumes  3  and  4  include  a  detailed 
discussion  of  differences  between  the 
proposed  executive  budget  and  the 
2009  biennium  appropriations  for  each 
agency. 

The  following  provides  a  brief 
discussion  of  the  major  differences  in 
three  primary  program  areas:  1)  K-12 
education;  2)  human  services;  and  3) 
corrections. 

K-12  Education 

The  legislature  made  several  major 
changes  to  the  executive  proposal  in 
November,  including  property  tax  relief 
through  an  increase  in  guaranteed  tax 
base  aid,  start-up  and  higher  assumed 
costs  for  all-day  kindergarten,  and  one-time-only  increases  for  gifted  and  talented  and  other  program. 


55.53 

94.71 

2.89 

3.71 

21.40 

21.40 

10.00 

10.00 

3.10 

3.10 

3.00 

3.00 

2.00 
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1.00 

1. 00 

1.10 
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0.90 

0.90 
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(10.70) 
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5.41 

3.00 

3.00 

1.90 

1.90 

(9.65) 

(25.95) 

0.00 

(5.43) 

(4.09) 

(4.09) 

(3.01) 

(8.27) 

(2.00) 

(2.00) 

4.24 

27.97 

10.32 

14.86 

6.53 

6.24 

4.48 

15.45 

1.07 

1.07 

0.00 

38.64 

0.00 

5.40 

1.31 

21.95 

0.00 

3.43 

(14.30) 

(14.30) 

(10.00) 

(10.00) 

(5.00) 

(5.00) 

(4.40) 

(4.40) 

(3.80) 

(3.80) 

(2.65) 

(5.29) 

(1.40) 

(1.40) 

(1.00) 

(1.00) 

0.00 

(5.40) 

0.00 

(4.60) 

0.00 

(3.40) 

1.00 

1.00 

1.30 

1.30 

1.19 

1.19 

0.80 

0.80 

0.80 

0.80 

0.00 
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2.67 
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Human  Services 

The  difference  between  the  executive  budget  and  the  budget  adopted  by  the  legislature  is  due  to  a 
significant  number  of  partially  offsetting  changes.  Among  the  most  notable  are: 

o    The  legislature  began  a  number  of  new  initiatives,  including  additional  direct  care  worker  wage 

increases  and  health  care  for  health  care  workers,  expanded  provider  rates  in  FY  2009, 

expanded  services  for  the  mentally  ill  and  elderly,  and  expanded  eligibility  for  Medicaid  and 

CHIP 
o    The  legislature  increased  the  hospital  utilization  fee  from  the  current  level  as  proposed  by  the 

executive 
o    Tobacco  prevention  activities  were  enhanced 
o    The  legislature  did  not  approve  the  Governor's  proposal  for  expanded  institutional  care  for 

incarcerated  mentally  ill  (STEP) 
o     Medicaid  and  other  program  costs  were  updated  as  the  session  progressed 

Corrections 

The  legislature  adopted  a  lower  population  growth  estimate  than  the  executive,  and  provided  for  higher 
rates  to  providers.  The  legislature  also  passed  Montana's  version  of  "Jessica's  Law",  which  increased 
the  number  of  anticipated  inmates,  and  eliminated  vacancy  savings  for  24/7  workers. 

Other  Major  Differences 

The  primary  other  differences  between  the  published  executive  budget  and  the  legislative  budget  are 
the  following: 

o    The  legislature  adopted  the  pay  plan  and  increased  employer  contributions  to  certain  retirement 

systems  that  had  been  proposed  by  the  Governor;  while  the  impacts  of  that  legislation  is  shown 

in  this  table  and  elsewhere  for  clarity,  the  Governor  did  not  include  these  initiatives  in  HB  2, 

adding  $58.4  million  to  the  difference 
o    The   legislature   included   the   noxious  weed   transfer,   payoff  of  the  loan  to  the  deferred 

contribution   retirement   program,    and   deferred    maintenance   for   state   buildings   in   other 

legislation,  reducing  HB  2  by  $20.7  million  general  fund 
o    With  the  concurrence  and  recommendation  of  the  Governor,  the  legislature  did  not  set  aside 

funds  for  fire  costs  for  a  difference  of  $10.0  million 
o    The  legislature  reduced  several  initiatives  in  the  Department  of  Revenue  totaling  $3.8  million 

general  fund 
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BIENNIAL  BUDGET  COMPARISON 

This  section  summarizes  the  legislature's  budget  for  the  2009  biennium  and  compares  it  to 
expenditures/appropriations  for  the  2007  biennium. 

The  legislature's  2009  biennium  budget  includes  an  additional  $575.1  million  in  general  fund 
expenditures,  an  18.4  percent  increase.  Total  increases  (all  funds)  amount  to  $1,062.1  million,  a  13.3 
percent  increase.  The  general  fund  and  total  spending  increases  are  supported  by  existing  sources  of 
revenue,  with  the  large  general  fund  and  federal  funds  increases  being  indicative  of  substantial  general 
fund  and  federal  revenue  increases  estimated  for  the  2009  biennium.  Transfers,  including  the  one-time 
transfers  of  general  fund,  are  not  included  as  required  by  the  statutory  comparison  methodology. 

Methodology 

The  state  budget  is  highly  complex,  and  the  methods  used  to  compute  comparisons  within  the  context 
of  that  budget  can  vary  considerably.  Without  consistent  comparison  methodology,  the  comparisons 
can  also  be  subject  to  manipulation.  The  Legislative  Finance  Committee  (LFC)  developed  a  budget 
comparison  methodology  that  measures  budget  performance  using  total  state  expenditures  for  state 
general  operations  funded  by  taxpayer  taxes,  licenses,  and  fees.  This  method  helps  ensure  proper 
representation,  fairness,  balance,  and  consistency.  Adopted  by  the  1997  Legislature,  use  of  the 
comparison  procedures  became  a  statutory  requirement  at  that  time.  These  procedures  provide 
consistency  of  application  and  help  avoid  the  potential  for  manipulation  when  comparing  information. 

The  comparisons  on  the  following  pages  were  prepared  using  the  statutory  methodology  found  in  17-7- 
150  &  151,  MCA. 

Comparison  to  2007  Biennium 

Figures  4  and  5  compare  expenditures/appropriations  between  the  2007  and  2009  biennia  for  general 
fund  and  total  funds.  As  shown  in  the  figures,  the  largest  HB  2  general  fund  increases  are  found  in  the 
Office  of  Public  Instruction  ($180  million),  Department  of  Public  Health  and  Human  Services  (DPHHS) 
($169  million),  and  the  Department  of  Corrections  ($106  million).  However,  the  largest  increases  in 
percentage  terms  occur  in  the  departments  of  Commerce,  Office  of  the  Public  Defender,  and  Livestock. 
The  general  fund  in  these  agencies  more  than  doubles  from  the  preceding  biennium.  No  agency 
shows  a  decline  even  with  the  transfer  of  public  defender  functions  from  the  Judiciary  to  the  new  Office 
of  the  Public  Defender. 

Figures  4  and  5  are  divided  into  three  sections: 

1.  The  top  part  of  the  table  includes  amounts,  by  agency,  appropriated  in  HB  2  (the  General 
Appropriations  Act),  HB  13  (employee  pay  plan),  HB  63  (teachers'  retirement  system),  and  HB 
131  (MPERA  retirement  system). 

2.  Because  the  above  amounts  do  not  include  all  appropriations  authorized  by  the  legislature,  the 
second  part  of  the  table  includes  additional  appropriations.  This  section  is  referred  to  as 
"Comparable  Adjustments"  because  the  items  can  be  compared  across  biennia.  The  total 
shown  in  the  "Total  Legislative  Budget  Fiscal  08-09"  (the  2009  biennium)  column  represents  all 
recommendations  made  by  the  legislature,  with  the  exception  of  the  non-cash  portion  of  long- 
range  building  program,  budget  amendments,  supplemental  appropriations,  and 
disaster/emergency  appropriations.  Transfers  are  not  included.  Long-range  building  proposals 
are  specifically  excluded  because  spending  and  timing  vary  considerably  on  most  building 
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projects.  The  building  expenditures  are  reflected  by  the  debt  service  paid  over  the  term  of  any 
bonding/leasing  agreement.  Statutory  appropriations  represent  the  executive  estimates  for  non- 
general  fund.  General  fund  statutory  appropriations  are  Legislative  Fiscal  Division  estimates. 
All  statutory  appropriations  have  been  adjusted  for  new  and  revised  statutory  appropriations 
made  by  the  2007  legislature.  (Note:  The  total  in  the  "Total  Adjusted  Fiscal  06-07"  (the  2007 
biennium)  column  does  not  represent  all  contingent  appropriations  in  that  biennium,  which  are 
included  in  the  third  section.) 
3.  The  third  section,  "Non  Comparable  Adjustments",  includes  all  2007  biennium 
expenditure/appropriations,  including  budget  amendments,  supplemental  appropriations,  and 
disaster/emergency  costs  that  cannot  be  estimated  for  the  next  biennium.  Excluded  from  the 
"Comparable  Adjustments"  total  are  probable  2009  biennium  expenditures  that  belong  in  this 
category.  Consequently,  the  increases  of  15.2  percent  for  general  fund  and  9.6  percent  for  total 
funds  do  not  represent  a  true  picture  of  potential  growth  between  biennia. 

House  Bills  2,  13,  63,  131  Comparisons 

As  shown  in  Figures  4  and  5  under  "House  Bill  2",  general  fund  appropriations  increase  $651.1  million 
or  24.9  percent.  All  funds  increase  $1,086.2  million  or  15.8  percent,  with  $143.4  million  of  increases  in 
state  special  revenue  and  $291.4  million  in  federal  special  revenue.  These  are  primarily  due  to 
additional  state  special  appropriations  in  the  Department  of  Public  Health  and  Human  Services  ($77 
million),  Department  of  Fish,  Wildlife  and  Parks  ($20  million),  Department  of  Justice  ($17  million), 
Department  of  Natural  Resources  and  Conservation  ($17  million),  and  the  State  Auditor's  Office  ($12 
million)  and  additional  federal  funds  appropriations  in  DPHHS  ($207  million),  Commissioner  of  Higher 
Education  ($32  million),  and  the  Department  of  Transportation  ($27  million).  Reductions  of  $46  million 
in  state  special  revenue  occur  in  the  Department  of  Transportation  and  reductions  of  $21  million  in 
federal  funds  occur  in  the  Board  of  Crime  Control. 

Appropriation  increases  are  summarized  in  the  "Appropriations  Summary"  section  of  this  volume,  page 
61,  and  are  detailed  in  the  narratives  of  the  specific  agencies  in  Volumes  3  and  4. 

Comparable  Adjustments 

Comparable  adjustments  include  HB  2  appropriations,  all  miscellaneous  appropriation  bills  including 
the  employee  pay  plan  bill,  statutory  appropriations,  and  other  appropriation  and  expenditure 
adjustments.  The  legislature  increased  general  fund  appropriations  for  the  2009  biennium  by  $575 
million  as  compared  to  the  2007  biennium,  an  increase  of  18.4  percent.  The  increase  in  total  all  funds 
spending  over  comparable  2007  biennium  spending  is  $1,062  million,  or  13.3  percent. 

Non-Comparable  Adjustments 

Non-comparable  Adjustments,  the  third  section,  shows  increases  of  15.2  percent  general  fund  and  9.6 
percent  total  funds  between  biennia.  As  stated  earlier,  this  comparison  tends  to  be  distorted  by  the  lack 
of  comparable  information  for  the  2009  biennium.  This  section  and  these  comparisons  are  shown  for 
informational  purposes  only  and  to  complete  the  listing  of  2007  biennium  expenditures\appropriations. 
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Figure  4 

General  Fund  Comparison 

2007  Biennium  Versus  Legislative  Budget  2009  Biennium 


Total 

Total 

Difference 

%  Change 

Agcy 

Adjusted 

Leg.  Budget 

2009  Biennium 

2009  Biennium 

Code  Agency  Name 

Fiscal  06-07 

Fiscal  08-09 

■  2007  Biennium 

2007  Biennium 

House  Bill  2  * 

1104    Legislative  Branch 

$16,918,601 

$20,784,898 

$3,866,297 

22.85% 

2110    Judicial  Branch 

65,525,334 

69,705,558 

4,180324 

6.38% 

3101    Governor's  Office 

10,648,658 

12,498,336 

1,849,678 

17.37% 

3202    Comm  Of  Political  Practices 

668,416 

1,196367 

527,951 

78.99% 

3401    State  Auditor's  Office 

0 

0 

0 

3501    Office  Of  Public  Instruction 

1,144,208,181 

1,324,681,609 

180,473,428 

15.77% 

4107    Board  of  Crime  Control 

3,490,857 

4,554396 

1,063,539 

30.47% 

41 10    Department  Of  Justice 

43,849,583 

54374328 

10,424,745 

23.77% 

5101    Board  Of  Public  Education 

343,879 

436,417 

92,538 

26.91% 

5102    Commissioner  Of  Higher  Education 

305,684,403 

365,637,359 

59,952,956 

19.61% 

5113    School  For  The  Deaf  &  Blind 

9,516,222 

11,487,898 

1,971,676 

20.72% 

5114    Montana  Arts  Council 

791,291 

1,000,855 

209,564 

26.48% 

5115    Montana  State  Library 

3,441,709 

4,907370 

1,465,561 

42.58% 

5117    Montana  Historical  Society 

4,120,487 

5,470,670 

1,350,183 

32.77% 

5201    Department  Of  Fish,  Wildlife  &  Parks 

0 

1,380,000 

1,380,000 

5301    Department  Of  Environmental  Quality 

7,785,101 

14,571,864 

6,786,763 

87.18% 

5401    Department  Of  Transportation 

0 

3,000,000 

3,000,000 

5603    Department  Of  Livestock 

1,165,319 

2,556,600 

1,391381 

119.39% 

5706    Dept  Of  Natural  Resources  &  Conservation 

32,101,504 

45,430,305 

13,328,801 

41.52% 

5801    Department  Of  Revenue 

67,701,657 

101,185,462 

33,483,805 

49.46% 

6101    Department  Of  Administration 

7,715,423 

15,030370 

7314,847 

94.81% 

6102    Appellate  Defender 

0 

0 

0 

6106    Mt  Consensus  Council 

137,870 

159,779 

21,909 

15.89% 

6108    Office  Of  The  Public  Defender 

14,661,634 

39,803,531 

25,141,897 

171.48% 

6201    Department  Of  Agriculture 

1,179,033 

1,836,505 

657,472 

55.76% 

6401    Department  OfCorrections 

240,621,022 

346334,174 

105,613,152 

43.89% 

6501    Department  Of  Commerce 

3,989,046 

18,372,338 

14,383392 

360.57% 

6602    Department  Of  Labor  &  Industry 

3,332,516 

4,497,813 

1,165397 

34.97% 

6701    Department  Of  Military  Affairs 

9,486,110 

10,967,688 

1,481,578 

15.62% 

6901    Dept  Of  Public  Health  &  Human  Services 

618.684.824 

787,195302 

168.510.378 

27.24% 

Total 

$2,617,768,680 

$3368,857,492 

$651,088,812 

24.87% 

Comparable  Adjustments 

Employee  Pay  Proposal 

In  Above 

In  Above 

In  Above 

Statutory  Appropriations 

255,254,314 

415,622,491 

160,368,177 

62.83% 

Legislative  Session  Costs  ** 

8,959,000 

11,020,000 

2,061,000 

23.00% 

Miscellaneous  Appropriations  *** 

169,396,061 

16,903309 

(152,492,852) 

-90.02% 

One-Time  Only  Costs 

126,846,493 

(126,846,493) 

-100.00% 

Anticipated  Reversions 

(48,476,000) 

(7.548.000) 

40.928.000 

-84.43% 

Total  With  Comparable  Adjustments 

$3,129,748,548 

$3,704,855,192 

$575,106,644 

18.38% 

Non  Comparable  Adjustments 

Budget  Amendments 
Supplementals 
Disaster/Emergency  Costs  (SA) 

Total  With  All  Adjustments 


83,285,441 

16.500.000  16.500.000 

$3329,533,989    $3,721,355,192 


(83385,441) 
0 

$491,821,203 


*     Includes  amounts  appropriated  for  the  2009  biennium  in  HB  13,  HB63  &  HB  131 

**   Reversions  of  $2380,000  and  $3,420,000  are  expected  in  the  2007  and  2009  biennia,  respectively. 

***  Excluding  transfers  &  Non-HB  2  OTO 


-100.00% 
0.00% 


15.23% 
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Figure  5 

All  Funds  Comparison 

2007  Biennium  Versus  Legislative  Budget  2009  Biennium 


Agcy 

Code 


Agency  Name 


Total 

Adjusted 

Fiscal  06-07 


Total 
Leg.  Budget 
Fiscal  08-09 


Difference 
2009  Biennium 
-  2007  Biennium 


%  Change 
2009  Biennium 
2007  Biennium 


House  Bill  2 

1104  Legislative  Branch 

1112  Consumer  Council 

2110  Judicial  Branch 

3101  Governor's  Office 

3201  Secretary  Of  State's  Office 

3202  Commissioner  Of  Political  Practices 
3401  State  Auditor's  Office 

3501  Office  Of  Public  Instruction 

4107  Board  of  Crime  Control 

4110  Department  Of  Justice 

4201  Public  Service  Regulation 

5101  Board  Of  Publ  ic  Education 

5102  Commissioner  Of  Higher  Education 

5113  School  For  The  Deaf  &  Blind 

5114  Montana  Arts  Council 

5115  Montana  State  Library 
5117  Montana  Historical  Society 

5201  Department  Of  Fish,  Wildlife  &  Parks 

5301  Department  Of  Environmental  Quality 

5401  Department  Of  Transportation 

5603  Department  Of  Livestock 

5706  Dept  Of  Natural  Resources  &  Conservation 

580 1  Department  Of  Revenue 

6101  Department  Of  Administration 

6102  Appellate  Defender 
6106  Mt  Consensus  Council 

6108  Office  Of  The  Public  Defender 

620 1  Department  Of  Agriculture 

6401  Department  Of  Corrections 

6501  Department  Of  Commerce 

6602  Department  Of  Labor  &  Industry 

670 1  Department  Of  Military  Affairs 

690 1  Dept  Of  Public  Health  &  Human  Services 

Total 


S2 1,084,638 

2,565,505 

69,202,057 

10,789.009 

0 

668,416 

22,441,691 

1,444,663,923 

37,780,071 

114,339,010 

5,868,098 

729,630 

426,577,125 

10,283,928 

2,419,682 

7,566,828 

7,556,866 

117,929,330 

103,402,022 

1,094,928,258 

16,713,375 

77,500,479 

73,838,459 

34,422,378 

0 

482,117 

14,661,634 

25,947,844 

247,536,048 

44,877,997 

133,175,074 

36,187,989 

2.659.756.179 


$25,377,765 

3,036,786 

73,694,764 

12,553,936 

1,040,000 

1,196,367 

34,473,728 

1,637,121,549 

18,326,700 

142,201,068 

6,683,459 

796,644 

528,418,158 

12,402,153 

2,636,773 

9,397,517 

8,793,582 

137,568,507 

114,340,767 

1,078,874,631 

21,128,244 

107,227,954 

108,341,011 

45,272,269 

0 

400,710 

39,953,531 

29,322,140 

355,222,973 

81,316,335 

145,244,758 

57,393,924 

3.112.341.348 


$4,293,127 

471,281 

4,492,707 

1,764,927 

1,040,000 

527,951 

12,032,037 

192,457,626 

(19,453,371) 

27,862,058 

815,361 

67,014 

101,841,033 

2.118,225 

217,091 

1,830,689 

1,236,716 

19,639,177 

10,938,745 

(16,053,627) 

4,414,869 

29,727,475 

34,502,552 

10,849,891 

0 

(81,407) 

25,291,897 

3,374,296 

107,686,925 

36,438,338 

12,069,684 

21,205.935 

452.585.169 


$6,865,895,660    $7,952,100,051     $1.086.204.391 


20.36% 

18.37% 

6.49% 

16.36% 

78.99% 
53.61% 
13.32% 
-51.49% 
24.37% 
13.89% 

9.18% 
23.87% 
20.60% 

8.97% 
24.19% 
16.37% 
16.65% 
10.58% 

-1.47% 
26.42% 
38.36% 
46.73% 
31.52% 

-16.89% 
172.50% 
13.00% 
43.50% 
81.19% 
9.06% 
58.60% 
17.02% 

15.82% 


Comparable  Adjustments 

Employee  Pay  Proposal 
Statutory  Appropriations 
Legislative  Session  Costs 
Miscellaneous  Appropriations  * 
One-Time  Only  Costs  (general  fund) 
Anticipated  Reversions  (general  fund) 

Total  With  Comparable  Adjustments 
Non  Comparable  Adjustments 

Budget  Amendments 
Supplemental 
Disaster/Emergency  Costs  (SA) 


In  Above 
857,445,317 
8,959,000 
169,396,061 
126,846,493 
(48.476.000) 

$7,980.066,531 


171,108,254 
83,660,441 
30.038.213 


In  Above 

1,069,736,774 

11,020,000 

16,903,209 

0 

(7.548.000) 

$9,042212,034 


In  Above 

212.291,457 

2,061,000 

(152,492,852) 

(126,846.493) 

40.928.000 

$1,062,145,503 


1.454,024        (169.654230) 

(83,660,441) 

16.500.000         (13.538213) 


Total  With  All  Adjustments      $8.264,873,439    $9.060.166.058       $795.292.619 
'  Only  the  general  fund  portion  is  shown.  All  funds  cannot  be  determined  based  on  existing  accounting  records. 


24.76% 
23.00% 

-90.02% 
-100.00% 

-84.43% 

13.31% 


-99.15% 

-100.00% 

^5.07% 

9.62% 
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AGENCY  BUDGET  COMPARISONS  BY  FUND 

The  following  series  of  tables  provides,  by  fund  type,  a  comparison  of  the  2007  biennium  to  the  2009 
biennium  agency  appropriations.  The  2007  biennium  figures  are  comprised  of  the  adjusted  base  fiscal 
2006  actual  expenditures  and  the  adjusted  fiscal  2007  appropriations.  The  2009  biennium  figures  are 
agency  appropriations  contained  in  HB  2  (the  General  Appropriations  Act),  HB  13  (the  pay  plan),  and 
HB's  63  and  131,  the  retirement  bills.  Amounts  for  each  fiscal  year  are  shown,  as  well  as  combined 
biennium  appropriations  and  the  biennial  difference.  The  final  table  shows  the  agency  comparison  for 
all  funds. 

General  Fund 

As  defined  in  17-2-102,  MCA,  the  general  fund  "accounts  for  all  financial  resources  except  those 
required  to  be  accounted  for  in  another  fund."  The  general  fund  provides  funding  for  the  general 
operations  of  state  government. 

In  Figure  6,  the  general  fund  increases  by  $651.1  million,  or  24.9  percent.   While  6  agencies  account 
for  over  88  percent  of  the  total  increase,  almost  all  agencies  show  significant  percentage  increases, 
o    Office  of  Public  Instruction  -  $180.5  million.     Major  increases  are  due  to  annualization  of 
November  2005  Special  Session  increases,  as  well  as: 
o     Full-day  kindergarten 
o    Property  tax  relief 

o     Increased  per  educator  entitlements,  special  education,  and  facility  reimbursements 
o    Curriculum  specialists  and  data  systems 
o    Public  Health  and  Human  Services  -  $168.5  million.  This  increase  is  due  primarily  to: 

o    Maintenance  of  services  to  current  recipients  through  caseload  adjustments,  provision  of 
funding  due  to  changes  in  federal  requirements,  and  replacement  of  funding  due  to  a 
reduction  in  the  federal  Medicaid  match  rate,  clawback  provisions  of  Medicare  Part  D 
(drugs),  and  other  deficit  reduction  measures 
o     Provider  rate  and  direct  care  worker  wage  increases 
o     Expansion  of  services  for  the  mentally  ill  and  aged 
o    Corrections  -  $105.6  million.  This  increase  is  due  to: 

o    Annualization  of  2007  biennium  initiatives  and  expansion  of  contract  beds  and  probation 

and  parole  officers  to  address  projected  population  increases 
o     Provider  rate  increases 
o    Montana  University  System  (Commissioner  of  Higher  Education)  -  $59.9  million.  The  legislature 
appropriated  funds  to: 

o     Increase  the  extent  to  which  the  state  funds  present  law  adjustments 

o    Expand  student  assistance 

o     Increase  support  for  community  colleges,  experiment  stations,  and  non-beneficiary 

students  at  tribal  colleges 
o    Provide  for  equipment  and  other  funding  for  high  demand  programs,  and  expand 
distance  learning  and  transferability  of  credits 
o    Revenue  -  $33.5  million.     Department  funding  increases  49.5  percent,  primarily  due  to  the 
provision  of  funding  for  various  measures  to  increase  taxpayer  compliance  and  improve 
department  infrastructure 
o    Office  of  the  Public  Defender  -  $25.1  million.  This  increase  is  due  to  transfer  of  funding  for  this 
function  from  the  Judiciary  in  FY  2007,  cost  annualization,  caseload,  and  transition  costs 
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Figure  6 

General  Fund  Comparison 

2007  Biennium  Versus  Legislative  Budg 

et  2009  Biennium 

Adjusted 

Adjusted 

Total 

Total 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Legislative 

Legislative 

Adjusted 

Legislative 

09  Biennium 

07  Biennium 

Code 

Agency  Name 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

-  07  Biennium 

09  Biennium 

1104 

Legislative  Branch 

$7,730,017 

$9,188,584 

$10,401,128 

$10,383,770 

$16,918,601 

$20,784,898 

$3.866397 

22.85% 

2110 

Judicial  Branch 

37,410,432 

28,114,902 

34,317,029 

35,388,529 

65,525.334 

69,705,558 

4,180324 

638% 

3101 

Governor's  Office 

5.044,574 

5.604,084 

5,837,175 

6,661,161 

10,648.658 

12,498,336 

1,849,678 

17.37% 

3202 

Comm  Of  Political  Practices 

298,431 

369,985 

627,163 

569,204 

668.416 

1,196,367 

527,951 

78.99% 

3401 

State  Auditor's  Office 

0 

0 

0 

0 

0 

0 

0 

3501 

Office  Of  Public  Instruction 

531,682,484 

612,525,697 

661.260,608 

663,421,001 

1,144.208.181 

1,324,681,609 

180,473,428 

15.77% 

4107 

Crime  Control  Division 

1,722,131 

1,768,726 

2,250,118 

2,304,278 

3,490,857 

4,554,396 

1,063.539 

30.47% 

4110 

Department  Of  Justice 

21,194,347 

22,655.236 

28,900,375 

25373,953 

43,849,583 

54,274,328 

10,424,745 

23.77% 

SI0I 

Board  Of  Public  Education 

167,682 

176,197 

212.594 

223,823 

343,879 

436.417 

92.538 

26.91% 

S102 

Commissioner  Of  Higher  Education 

149,076,830 

156.607,573 

177,837,004 

187,800,355 

305.684,403 

365.637J59 

59,952,956 

19.61% 

5113 

School  For  The  Deaf  &  Blind 

4,675,386 

4,840.836 

5.571.333 

5.916.565 

9.516,222 

11,487.898 

1.971,676 

20.72% 

5114 

Montana  Arts  Council 

399,976 

391,315 

544.232 

456,623 

791,291 

1,000.855 

209,564 

26.48% 

5115 

Montana  State  Library 

1,671,787 

1,769,922 

2,401 ,293 

2,505,977 

3,441,709 

4,907,270 

1,465.561 

42.58% 

5117 

Montana  Historical  Society 

2,010,433 

2.110,054 

2,753.109 

2,717,561 

4,120.487 

5.470,670 

1350.183 

32.77% 

5201 

Department  Of  Fish,  Wildlife  &  Parks 

0 

0 

690,000 

690,000 

0 

1 380,000 

1380,000 

5301 

Department  Of  Environmental  Quality 

3,780,841 

4.004,260 

7,704,716 

6,867,148 

7,785.101 

14,571,864 

6.786,763 

87.18% 

5401 

Department  Of  Transportation 

0 

0 

3,000,000 

0 

0 

3,000,000 

3.000.000 

5603 

Department  Of  Livestock 

572,665 

592,654 

1,276,410 

1,280,190 

1. 165.319 

2,556.600 

1391381 

11939% 

5706 

Depl  Of  Natural  Resources  &  Conservation 

18,140,525 

13.960,979 

22,936,416 

22.493,889 

32,101,504 

45,430,305 

13328,801 

41.52% 

5801 

Department  Of  Revenue 

32,716,886 

34,984,771 

50,445,849 

50,739,613 

67,701.657 

101,185.462 

33.483,805 

49.46% 

6101 

Department  Of  Administration 

3.645,471 

4,069,952 

7,924.775 

7,105,495 

7.715.423 

15,030,270 

7314,847 

94.81% 

6102 

Appellate  Defender 

0 

0 

0 

0 

0 

0 

0 

6106 

Mt  Consensus  Council 

69,041 

68,829 

77,867 

81,912 

137,870 

159,779 

21,909 

15.89% 

6108 

Office  Of  The  Public  Defender 

713,444 

13,948.190 

19,727,489 

20,076,042 

14,661,634 

39,803,531 

25,141,897 

171.48% 

6201 

Department  Of  Agriculture 

578,626 

600.407 

948,286 

888.219 

1,179,033 

1,836,505 

657.472 

55.76% 

6401 

Department  Of  Corrections 

127,238,338 

113.382,684 

168,035.336 

178,198.838 

240,621,022 

346334,174 

105.613,152 

43.89% 

6501 

Department  Of  Commerce 

1,960.812 

2,028.234 

10,360,452 

8.011.886 

3,989,046 

18,372338 

14383392 

360.57% 

6602 

Department  Of  Labor  &  Industry 

1,623.914 

1.708,602 

2,214,597 

2,283,216 

3,332,516 

4,497,813 

1,165397 

34.97% 

6701 

Department  Of  .Military  Affairs 

4,662,368 

4,823,742 

5.441,177 

5,526.511 

9,486.110 

10,967,688 

MSI, 5  78 

15.62% 

6901 

Depl  Of  Public  Health  &  Human  Services 

307.876.614 

310.808.210 

380.872.350 

406.322.852 

618.684.824 

787.195302 

168.510378 

2734% 

Total 

JU66.664.055 

$1,351,104,625 

$1,614,568,881 

$I.6S4.288.61I 

$2,617,768,680 

$3,268,857,492 

$651,088,812 

:-is- 

State  Special  Revenue 

As  defined  in  17-2-102,  MCA,  the  state  special  fund  "consists  of  money  from  state  and  other  non- 
federal sources  deposited  in  the  state  treasury  that  is  earmarked  for  the  purposes  of  defraying 
particular  costs  of  an  agency,  program,  or  function  of  state  government  and  money  from  other  non- 
state  or  non-federal  sources  that  is  restricted  by  law  or  by  the  terms  of  an  agreement,  such  as  a 
contract,  trust  agreement,  or  donation." 

State  special  revenue  increases  by  $143.4  million,  or  over  13.0  percent  from  the  2007  biennium.  As 
with  general  fund,  increases  are  widespread  across  state  government.  Seven  agencies  account  for 
over  66  percent  of  the  increase,  partially  offset  by  a  large  reduction  in  the  agency  with  the  most 
significant  expenditure  of  state  special  revenue,  the  Department  of  Transportation.  The  primary 
changes  are  due  to  the  following. 

o    Transportation  -  ($46.0  million).    The  legislature  reduced  the  highway  construction  program 
expenditures  from  the  highways  state  special  revenue  account  to  the  minimum  required  for  the 
state  to  receive  the  maximum  federal  participation  rate  to  assist  with  maintenance  of  positive 
cash  flow  in  the  account 
o     DPHHS  -  $77.1  million.   Major  factors  include:: 

o  An  increase  in  the  use  of  the  health  and  Medicaid  initiative  account  (tobacco)  taxes, 
primarily  for  continuance  of  prior  initiatives  for  and  expansion  of  expanded  access  to 
medicines  (including  Big  Sky  Rx),  provider  rate  and  direct  care  worker  increases,  and 
Medicaid  coverage 
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o    Additional    tobacco    settlement    funds    for    expanded    CHIP    coverage    and    state 

administration 
o    Expanded  chronic  disease  and  tobacco  prevention  and  cessation  programs 
o    Continuance  of  the  hospital  bed  tax,  nursing  home  bed  utilization  fee,  and  additional 
county  funds  used  to  match  Medicaid  funds 
Justice  -  $17.1  million.  The  increase  is  due  primarily  to  increases  in  highway  patrol  operations, 
and  debt  service  and  operating  expenses  in  the  Motor  Vehicle  Division,  as  well  as  a  number  of 
small  increases 

Fish,  Wildlife,  and  Parks  -  $19.8  million.   The  increase  is  due  primarily  to  a  number  of  general 
license  account  funded  activities  throughout  the  department,  and  an  auditing  correction 
Natural  Resources  and  Conservation  -  $16.6  million.     This  increase  is  predominantly  the 
addition  of  funding  for  state  land  management,  Board  of  Oil  and  Gas  activities,  water  rights 
appropriations  and  adjudication,  and  forest  protection  fees 

State  Auditor's  Office  -  $12.0  million.  The  increase  is  due  almost  entirely  to  annualization  of  the 
Insure  Montana  program,  which  assists  small  businesses  to  provide  health  coverage  to 
employees 


Figure  7 

State  Special  Revenue  Fund  Comparison 

2007  Biennium  Versus  Legislative  Budget  2009  Biennium 

Adjusted 

Adjusted 

Total 

Total 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Legislative 

Legislative 

Adjusted 

Legislative 

09  Biennium 

07  Biennium 

Code 

Agency  Name 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

-  07  Biennium 

09  Biennium 

1104 

Legislative  Branch 

$2,264,782 

$1,901,255 

$2,567,994 

$2,024,873 

$4,166,037 

$4,592,867 

$426,830 

10.25% 

1112 

Consumer  Council 

1,114.501 

1,451,004 

1,501,500 

1,535,286 

2,565,505 

3,036,786 

471,281 

1837% 

2110 

Judicial  Branch 

1,209,268 

1,599,376 

1,837,725 

1,895,707 

2,808,644 

3,733,432 

924,788 

32.93% 

3101 

Governors  Office 

6,711 

91,980 

27,800 

27,800 

98,691 

55,600 

(43,091) 

^3 .66% 

3202 

Comm  Of  Political  Practices 

0 

0 

0 

0 

0 

0 

0 

3401 

State  Auditor's  Office 

7,127,010 

15,314,681 

17,083,459 

17,390,269 

22,441,691 

34,473,728 

12,032,037 

53.61% 

3501 

Office  Of  Public  Instruction 

970,495 

976,344 

985,292 

991,220 

1,946,839 

1,976,512 

29,673 

1.52% 

4107 

Crime  Control  Division 

9,349 

93,483 

99,776 

99,992 

102,832 

199,768 

96,936 

94.27% 

4110 

Department  Of  Justice 

30,563,970 

33,318,301 

39,867,559 

41,128,659 

63,882,271 

80,996,218 

17,113,947 

26.79% 

4201 

Public  Service  Regulation 

2,849,155 

2,989,096 

3,308,955 

3,333,066 

5,838,251 

6,642,021 

803,770 

13.77% 

5101 

Board  Of  Public  Education 

180,817 

204,934 

175,136 

185,091 

385,751 

360,227 

(25,524) 

-6.62% 

5102 

Commissioner  Of  Higher  Education 

14,296,001 

14,640,000 

20,655,161 

17,531,322 

28,936.001 

38,186,483 

9,250,482 

3 1 .97% 

5113 

School  For  The  Deaf  &  Blmd 

281,148 

282,752 

418,924 

293,924 

563,900 

712,848 

148,948 

26.41% 

5114 

Montana  Arts  Council 

185,091 

193,284 

205,549 

213,714 

378,375 

419,263 

40,888 

10.81% 

5115 

Montana  State  Library 

1,081.518 

1.082,210 

1,055,012 

1,055,012 

2,163,728 

2,110,024 

(53,704) 

-2.48% 

5117 

Montana  Historical  Society 

90,381 

170,162 

89,808 

91,932 

260,543 

181,740 

(78,803) 

-30.25% 

5201 

Department  Of  Fish,  Wildlife  &  Parks 

41,524,440 

44,297,628 

52,155,847 

53,420,725 

85,822,068 

105,576,572 

19,754,504 

23.02% 

5301 

Department  Of  Environmental  Quality 

17,501,602 

26,361,320 

23,654,083 

24,090,197 

43,862,922 

47,744,280 

3,881358 

8.85% 

5401 

Department  Of  Transportation 

233,537,178 

270,343,160 

230,143,255 

227,724,177 

503,880,338 

457,867,432 

(46,012,906) 

-9.13% 

5603 

Department  Of  Livestock 

6,068,235 

6,492,910 

7,687,760 

7,649,886 

12,561,145 

15337,646 

2,776,501 

22.10% 

5706 

Dept  Of  Natural  Resources  &  Conservation 

20,004,366 

21,517,820 

29,653,849 

28,453,335 

41,522,186 

58,107,184 

16,584,998 

39.94% 

5801 

Department  Of  Revenue 

616,073 

642,827 

878,558 

881,544 

1,258,900 

1,760,102 

501,202 

39.81% 

6101 

Department  Of  Administration 

4,210,892 

5,416,474 

6,804,721 

7,118,990 

9,627,366 

13,923,711 

4,296345 

44.63% 

6106 

Mt  Consensus  Council 

84,417 

259,830 

118,783 

122,148 

344,247 

240,931 

(103316) 

-30.01% 

6108 

Office  Of  The  Public  Defender 

0 

0 

75,000 

75,000 

0 

1 50,000 

150,000 

6201 

Department  Of  Agriculture 

8,683,632 

9,736,678 

10,682,391 

10,898,738 

18,420,310 

21,581,129 

3.160,819 

17.16% 

6401 

Department  Of  Corrections 

2,501,435 

2,590,582 

3,768,289 

3,665,848 

5,092,017 

7,434,137 

2,342,120 

46.00% 

6501 

Department  Of  Commerce 

1,892,461 

3,134,162 

6,535,031 

4,608,655 

5,026,623 

11,143,686 

6,117,063 

121.69% 

6602 

Department  Of  Labor  &  Industry 

29,089,380 

31,611,698 

34,515,014 

36,888,094 

60,701,078 

71,403,108 

10,702,030 

17.63% 

6701 

Department  Of  Military  Affairs 

789,003 

1,094,662 

1,440,942 

1,470,203 

1,883,665 

2,911,145 

1,027,480 

54.55% 

6901 

Dept  Of  Public  Health  &  Human  Services 

74.251.264 

96.547.816 

129.220.811 

118.697.019 

170.799.080 

247.917.830 

77.118.750 

45.15% 

Total 

$502,984,575 

$594,356,429 

$627,213,984 

$613,562,426 

$1,097,341,004 

$1,240,776,410 

$143,435,406 

13.07% 
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Federal  Special  Revenue 

As  defined  in  17-2-102,  MCA,  the  federal  special  fund  "consists  of  money  deposited  in  the  treasury 
from  federal  sources,  including  trust  income  that  is  used  for  the  operation  of  state  government." 

Federal  funds  increase  by  9.3  percent,  or  $291.4  million.  Most  agencies  receive  some  federal  funds. 
However,  the  Departments  of  Public  Health  and  Human  Services  and  Transportation  account  for  over 
78  percent  of  the  total  federal  funds  and  the  Department  of  Public  Health  and  Human  Services  receives 
over  71  percent  of  the  proposed  increase  . 

Significant  changes  in  that  agency  are  due  to: 

o      Rising  caseloads  and  service  utilization,  most  notably  in  Medicaid  and  food  stamps, 

partially  offset  by  a   reduction   in  the   percent  of  Medicaid   expenditures  the  federal 

government  will  pay 
o      Continued  use  of  hospital  provider  tax,  bed  tax,  and  intergovernmental  transfers  to  secure 

additional  federal  funds 
o     Anticipated  increases  in  categorical  grants 

The  increase  in  the  Commissioner  of  Higher  Education  is  primarily  the  expansion  of  the  loan  portfolio  of 
the  Montana  Guaranteed  Student  Loan  Program.  The  increase  in  the  Department  of  Commerce  is 
largely  an  accounting  change  to  allow  expenditure  of  accrued  federal  funds  and  increases  in  the 
Department  of  Military  Affairs  are  largely  due  to  facility  maintenance  and  other  initiatives  in  the  Army 
National  Guard.  Authority  to  expend  all  anticipated  federal  funds  in  the  Department  of  Transportation 
and  the  Office  of  Public  Instruction  are  provided  in  HB  2.  The  decrease  in  Crime  Control  Division  is  a 
reduction  in  federal  appropriation  carry  forward  authority  for  federal  grants  that  were  never  received. 


Figure  8 

Federal  Special  Revenue  Fund  Comparison 

2007  Biennium  Versus  Legislative  Budget  2009  Biennium 

Adjusted 

Adjusted 

Total 

Total 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Legislative 

Legislative 

Adjusted 

Legislative 

09  Biennium 

37  Biennium 

Code 

Agency  Name 

Fiscal  2000 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

-07  Biennium 

D9  Biennium 

2110 

Judicial  Branch 

$170,487 

$697,592 

$126,782 

$128,992 

$868,079 

$255,774 

(S612J05) 

-70.54% 

3101 

Governor's  Office 

20.458 

21.202 

0 

0 

41.660 

0 

(41.660) 

-100.00% 

3201 

Secretary  Of  State's  Office 

0 

0 

1,040.000 

0 

0 

1.040.000 

1.040.000 

3501 

Office  Of  Public  Instruction 

144,092.986 

154.415.917 

152.162,019 

1 58  JO  1.409 

298,508.903 

310.463.428 

11.954.525 

4.00% 

4107 

Crime  Control  Division 

6.840.461 

27.345.921 

6.776.143 

6.796.393 

34,186.382 

13.572.536 

(20.613.846) 

-60.30% 

4110 

Department  Of  Justice 

1.901,636 

2.273.655 

1,699.425 

1.733.829 

4.175.291 

3.433254 

(742.037) 

-17.77% 

4201 

Public  Service  Regulation 

14.401 

15.446 

20,454 

20.984 

29.847 

41.438 

11.591 

38.83% 

5102 

Commissioner  Of  Higher  Education 

38,616.825 

53,339.896 

60.672,505 

63.716,982 

91.956.721 

124.389,487 

32.432.766 

3527% 

5113 

School  For  The  Deaf  &  Blind 

100.941 

102.865 

100.704 

100.703 

203.806 

201.407 

(2.399) 

-1.18% 

5114 

Montana  Arts  Council 

570 .342 

679.674 

604.765 

611.890 

1.250.016 

1.216.655 

(33J6I) 

-2.67% 

5115 

Montana  State  Library 

884.758 

1.076.633 

1.551,963 

828.260 

1.961.391 

2J80223 

418.832 

21.35% 

5117 

Montana  Historical  Society 

535.304 

800.226 

620,586 

643,738 

1.335.530 

1264.324 

(71 206) 

-5.33% 

5201 

Department  Of  Fish.  Wildlife  &  Parks 

15,655.039 

16.452.223 

15.114.536 

15.497,399 

32.107.262 

30.611.935 

(1. 495.327) 

-4.66% 

5301 

Department  Of  Environmental  Quality 

19.979.748 

31.774.251 

25.771.741 

26.252.882 

51,753.999 

52.024.623 

270.624 

0.52% 

5401 

Department  Of  Transportation 

241,657.586 

349.390,334 

305.136.920 

312.870.279 

591.047,920 

618.007,199 

26,959.279 

4.56% 

5603 

Department  Of  Livestock 

1.459.382 

1.527.529 

1.599,377 

1.634.621 

2.986.911 

3.233.998 

247.087 

8.27% 

5706 

Dcpt  Of  Natural  Resources  &  Conservation 

1.710.830 

2.165.959 

1.852.045 

1.838.420 

3.876.789 

3.690.465 

(186.324) 

-4.81% 

5801 

Department  Of  Revenue 

302.685 

313.092 

414,330 

423.989 

615.777 

838.319 

222.542 

36.14% 

6101 

Department  Of  Administration 

147,422 

849.47 1 

887.293 

87.333 

996.893 

974.626 

(22267) 

-223% 

6201 

Department  Of  Agriculture 

1.911.040 

3.723.245 

2.250.768 

2.638.954 

5.634.285 

4.889.722 

(744.563) 

-1321% 

6401 

Department  Of  Corrections 

219.056 

648.436 

223.376 

223. '76 

867.492 

446.752 

(420.740) 

-48.50% 

6501 

Department  Of  Commerce 

17.485.722 

18.376.606 

33.935.595 

17.864.716 

35.862.328 

51.800.311 

15.937.983 

44  44% 

6602 

Department  Of  Labor  &  Industry 

30.904.462 

37.004.476 

35.556.008 

33.610.022 

67.908.938 

69,166.030 

1257.092 

1.85% 

6701 

Department  Of  Military  Affairs 

I2.034J36 

12.783.878 

21.576.248 

21.938.843 

24.8 18  2 14 

43.515.091 

18.696.877 

75.34% 

6901 

Dept  Of  Public  Health  &  Human  Services 

872.228.807 

998.043.468 

1.008.612.946 

1.068.61 5  J70 

1.870^72.275 

2.077.228  J 16 

206.956.041 

11.07% 

Total 

$1,409,444,714 

$1,713,821,995 

$1,678,306,529 

$1,736,379,384 

S3.123J66.709 

$3,414,685,913 

$291.419204 

9.33% 
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Budget  Comparisons 


Biennial  Budget  Comparison 


Proprietary  Funds 

As  defined  in  17-7-102,  MCA,  proprietary  funds  are  designated  as  either  enterprise  or  internal  service 
funds.  Enterprise  funds  "account  for  operations:  (A)  that  are  financed  and  operated  in  a  manner  similar 
to  private  business  enterprises  whenever  the  intent  of  the  legislature  is  that  costs  (i.e.  expenses, 
including  depreciation)  of  providing  goods  or  services  to  that  general  public  on  a  continuing  basis  are  to 
be  financed  or  recovered  primarily  through  user  charges;  or  (B)  whenever  the  legislature  has  decided 
that  periodic  determination  of  revenue  earned,  expenses  incurred,  or  net  income  is  appropriate  for 
capital  maintenance,  public  policy,  management  control,  accountability,  or  other  purposes."  Internal 
service  funds  "account  for  the  financing  of  goods  or  services  provided  by  one  department  or  agency  to 
other  departments  or  agencies  of  state  government  or  to  other  governmental  entities  on  a  cost 
reimbursed  basis." 

Statute  does  not  require  that  most  proprietary  funds  be  appropriated.  Therefore,  any  increases  in  the 
programs  supported  with  these  proprietary  funds  are  not  reflected  in  the  table. 


Figure  9 

Proprietary  Fund  Comparison 

2007  Biennium  Versus  Legislative  Budget  2009  Biennium 

Adjusted 

Adjusted 

Total 

Total 

Total 

Total 

Difference 

%  Change 

Agcy 

Expenditures 

Authorized 

Legislative 

Legislative 

Adjusted 

Legislative 

09  Biennium 

07  Biennium 

Code 

Agency  Name 

Fiscal  2006 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Fiscal  06-07 

Fiscal  08-09 

-  07  Biennium 

09  Biennium 

3101 

Governor's  Office 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

3501 

Office  of  Public  Instruction 

0 

0 

0 

0 

0 

0 

0 

4110 

Department  of  Justice 

921,555 

1,510,310 

1,743,416 

1,753,852 

2,431,865 

3,497,268 

1,065,403 

43.81% 

5102 

Commissioner  of  Higher  Ed 

0 

0 

102,360 

102,469 

0 

204,829 

204,829 

5117 

Historical  Society 

857,008 

983,298 

920,415 

956,433 

1,840,306 

1,876,848 

36,542 

1.99% 

5401 

Department  of  Transportation 

0 

0 

0 

0 

0 

0 

0 

5801 

Department  of  Revenue 

2,029,943 

2,232,182 

2,254,258 

2,302,870 

4,262,125 

4,557,128 

295,003 

6.92% 

6101 

Department  of  Administration 

7,445,040 

7,637,656 

7,682,335 

7,661,327 

15,082,696 

15,343,662 

260,966 

1.73% 

6201 

MT  Dept  of  Agriculture 

317,587 

396,629 

541,906 

472,878 

714,216 

1,014,784 

300,568 

42.08% 

6401 

Dept  of  Corrections 

461,274 

494,243 

549,954 

557,956 

955,517 

1,107,910 

152,393 

15.95% 

6602 

Labor  &  Industry 

70.564 

1,161.978 

86,078 

91,729 

1,232,542 

177,807 

(1.054.735) 

-85.57% 

Total 

$12,102,971 

$14,416,296 

$13,880,722 

$13,899,514 

$26,519,267 

$27,780,236 

$1,260,969 

4.75% 

Legislative  Fiscal  Report  2009  Biennium 


88 


Legislative  Fiscal  Division 


Budget  Comparisons 


Biennial  Budget  Comparison 


All  Funds 

The  following  figure  is  a  composite  by  agency  of  the  preceding  tables,  and  shows  a  $1,086.2  million,  or 
15.8  percent  increase  in  total  funds. 


Figure  10 

All  Funds  Comparison 
2007  Biennium  Versus  Legislative  Budget  2009  Biennium 


Agency  Name 


Adjusted 
Expenditures 
Fiscal  2006 


Adjusted 
Authorized 
Fiscal  2007 


Total  Total  Total  Total  Difference  %  Change 

Legislative  Legislative  Adjusted  Legislative  09  Biennium       07  Biennium 

Fiscal  2008  Fiscal  2009  Fiscal  06-07         Fiscal  08-09        -  07  Biennium     09  Biennium 


Legislative  Branch 

Consumer  Council 

Judicial  Branch 

Governor's  Office 

Secretary  Of  State's  Office 

Comm  Of  Political  Practices 

State  Auditor's  Office 

Office  Of  Public  Instruction 

Cnrae  Control  Division 

Department  Of  Justice 

Public  Service  Regulation 

Board  Of  Public  Education 

Commissioner  Of  Higher  Education 

School  For  The  Deaf  &  Blind 

Montana  Arts  Council 

Montana  State  Library 

Montana  Historical  Society 

Department  Of  Fish.  Wildlife  &  Parks 

Department  Of  Environmental  Quality 

Department  Of  Transportation 

Department  Of  Livestock 

Dept  Of  Natural  Resources  &  Conservation 

Department  Of  Revenue 

Department  Of  Administration 

Appellate  Defender 

Mt  Consensus  Council 

Office  Of  The  Public  Defender 

Department  Of  Agriculture 

Department  Of  Corrections 

Department  Of  Commerce 

Department  Of  Labor  &  Industry 

Department  Of  Military  Affairs 

Dept  Of  Public  Health  &  Human  Services 

Total 


$9,994,799 

1,114,501 

38,790,187 

5.071.743 

0 

298,431 

7.127,010 

676.745.965 

8,571,941 

54,581,508 

2.863.556 

348.499 

201.989.656 

5.057.475 

1,155,409 

3.638.063 

3,493,126 

57,179,479 

41,262,191 

475.194,764 

8.100,282 

39,855,721 

35,665,587 

15,948,825 

0 

153,458 

713,444 

11.490.885 

130.420.103 

21.338.995 

61.688.320 

17.485.707 

1.254.356.685 


$11,089,839 

1,451.004 

30,411.870 

5,717.266 

0 

369.985 

15.314,681 

767,917,958 

29,208.130 

59,757.502 

3,004,542 

381,131 

224,587,469 

5,226,453 

1.264,273 

3.928,765 

4.063.740 

60,749,851 

62.139,831 

619,733,494 

8,613,093 

37,644,758 

38,172,872 

18.473.553 

0 

328.659 

13.948.190 

14.456,959 

117,115,945 

23.539.002 

71,486,754 

18.702.282 

I.40S.399.494 


$12,969,122 

1,501,500 

36,281,536 

5,864,975 

1.040,000 

627,163 

17.083,459 

814,407,919 

9,126,037 

72,210,775 

3.329,409 

387.730 

259,267,030 

6.090,961 

1,354,546 

5,008.268 

4,383,918 

67,960,383 

57.130,540 

538.280,175 

10.563,547 

54,442,310 

53.992,995 

23,299,124 

0 

196,650 

19,802,489 

14,423,351 

172,576,955 

50.831,078 

72371.697 

28,458.367 

1.518.706,107 


$12,408,643 

1.535,286 

37.413.228 

6.688,961 

0 

569,204 

17,390.269 

822,713.630 

9,200.663 

69.990 .293 

3354,050 

408.914 

269,151,128 

6311.192 

1,282,227 

4389,249 

4,409,664 

69,608.124 

57.210,227 

540.594,456 

10,564,697 

52,785,644 

54,348,016 

21,973,145 

0 

204,060 

20.151.042 

14,898,789 

182.646.018 

30.485,257 

72,873.061 

28.935.557 

1.593.635.241 


$21,084,638 

2,565,505 

69,202,057 

10,789,009 

0 

668,416 

22.441,691 

1.444.663,923 

37.780,071 

114,339,010 

5.868.098 

729.630 

426.577,125 

10.283.928 

2,419,682 

7,566,828 

7,556,866 

117,929330 

103,402,022 

1,094,928,258 

16,713375 

77.500.479 

73,838,459 

34.422378 

0 

482.117 

14.661.634 

25.947.844 

247,536.048 

44,877,997 

133.175.074 

36.187.989 

2.659.756.179 


$25377,765 

3,036,786 

73.694,764 

12.553,936 

1 .040,000 

1.196.367 

34,473.728 

1.637,121,549 

18326,700 

142,201.068 

6,683,459 

796,644 

528.418.158 

12,402.153 

2,636,773 

9397,517 

8,793,582 

137,568,507 

114,340,767 

1.078,874,631 

21,128,244 

107.227,954 

108341.011 

45,272,269 

0 

400.710 

39.953.531 

29322.140 

355.222,973 

81316.335 

145,244,758 

57393.924 

3.112341.348 


$4,293,127 

471.281 

4,492,707 

1.764,927 

1,040.000 

527,951 

12,032,037 

192,457.626 

(19,453371) 

27.862.058 

815.361 

67,014 

101,841,033 

2,118.225 

217,091 

1.830.689 

1.236,716 

19.639,177 

10,938.745 

(16.053.627) 

4.414.869 

29.727,475 

34,502,552 

10,849,891 

0 

(81.407) 

25.291.897 

3.374.296 

107.686.925 

36.438338 

12.069.684 

21,205.935 

452.585.169 


$3,191,696315    $3,674,199345    $3,933,970,116    $4,018,129,935     $6,865,895,660    $7,952,100,051     $1,086,204,391 


2036% 
1837% 
6.49% 
1636% 

78.99% 
53.61% 
13.32% 
-51.49% 
24.37% 
13.89% 

9.18% 
23.87% 
20.60% 

8.97% 
24.19% 
16.37% 
16.65% 
10.58% 
-1.47% 
26.42% 
38.36% 
46.73% 
31.52% 

-16.89% 
172.50% 
13.00% 
43.50% 
81.19% 
9.06% 
58.60% 
17.02% 

15.82% 
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Other  Budget  or  Fiscal  Actions 


INTRODUCTION 


The  "Other  Budget  or  Fiscal  Actions"  section  discusses  several  issues  of  either  statewide  or  multi- 
agency  fiscal  impact.  It  addresses  significant  issues  contained  in  HB  2,  other  cat  and  dog  bills,  and/or 
statutory  appropriations,  as  well  as  issues  not  related  to  any  specific  legislation.  The  issues  discussed 
in  the  next  several  pages  are  highlighted  below: 

o    State  Employee  Pay  Plan  (HB  13).   The  legislature  passed  a  pay  plan  (HB  13)  that  includes 

three  key  elements:  1)  a  requirement  that  all  state  agencies  move  to  the  broadband  pay  plan;  2) 

an  increase  in  employer  contributions  for  health  insurance;  3)  and  pay  increases  for  each  year 

of  the  biennium,  with  total  costs  at  $58.6  million  general  fund  and  $42.2  million  other  funds, 
o     State  Employees  -  FTE  Summary.  HB  2  provides  funding  for  an  increase  of  41 2.08  FTE  state 

employees  in  FY  2008  and  385.58  in  FY  2009,  excluding  the  units  of  the  Montana  University 

System,  for  an  increase  of  3.3  percent, 
o    Vacancy  Savings.    The  legislature  accepted  the  executive's  recommendation  to  apply  a  4 

percent  vacancy  savings  rates,  with  a  few  exceptions, 
o    Public  School  Funding.    In  special  session  in  May  2007,  the  legislature  passed  one  major 

piece  of  legislation  (SB  2)  dealing  with  public  school  funding  policy  and  passed  HB  2  to  fund 

these  changes, 
o     Long  Range  Planning  Summary.    The  2007  Legislature  approved  $469.5  million  of  grants, 

loans,  and  capital  projects  in  the  Long  Range  Planning  (LRP)  program, 
o     Other  Appropriation  Bills.    Beside  HB  2,  several  bills  were  enacted  that  appropriated  $130.6 

million  in  general  fund,  $163.6  million  in  state  special  revenue,  and  $299.2  million  in  other  funds, 
o    One-Time-Only  Appropriations  Summary.   The  Legislature  appropriated  almost  $500  million 

general  fund  in  one-time  expenditures, 
o    Tobacco  Settlement  Funds.    Payment  of  settlement  funds  of  $71.41  million  are  expected  for 

the  2009  biennium  and  interest  on  the  tobacco  trust  will  generate  nearly  $10.0  million, 
o    2007  Biennium  Supplemental  Appropriations.   The  legislature  provided  state  agencies  with 

an  additional  $83.3  million  general  fund  and  $375,000  other  funds  in  FY  2007. 
o    Fund  Balance  Adequacy/Reserves.  The  legislature  adopted  a  budget  that  includes  an  ending 

fund  balance  of  $183.8  million, 
o    Pension  Plans  -  Unfunded  Liabilities.    The  Montana  Constitution  requires  that  the  public 

retirement  systems  be  funded  on  an  actuarially  sound  basis.    Actions  by  the  legislature  took 

significant  steps  in  that  direction, 
o    Statutory    Appropriations.       Statutory    appropriations    are    a    special    kind    of   legislative 

appropriation.  Unlike  temporary  appropriations  that  expire  in  two  years  (such  as  those  in  the 

general  appropriations  act),  statutory  appropriations  are,  as  their  name  suggests,  in  statute  and 

are  not  part  of  the  biennial  budgeting  process. 
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o    General  Fund  Non-budgeted  Transfers.     Like  statutory  appropriations,  transfers  and  their 
authorizations  are  in  statute  and  are  not  part  of  the  biennial  budgeting  process,  yet  they  affect 
the  amount  of  money  available  for  the  legislature  to  appropriate  for  specific  programs, 
o    Proprietary  Funds  and  Rate-Setting.    There  are  two  types  of  proprietary  funds:    1 )  internal 

service  funds;  and  2)  enterprise  funds.  The  legislature  sets  the  rates  for  internal  service  funds, 
o    Fund  Switches.    General  fund  appropriations  increased  $40.3  million  as  a  result  of  funding 

switches, 
o    Fee  Changes.   This  section  lists  the  impact  of  fee  changes  or  new  fees  either  adopted  by  the 

legislature  or  assumed  in  the  budgeting  process, 
o    Legislative   Interim   Studies.      The   legislature   approved   20   interim   studies   (in   bills   or 
resolutions)  that  have  been  assigned  to  various  interim  committees.     Five  others  were  not 
assigned, 
o    Other  Major  Funds. 

o  Highways  Special  Revenue  Account  -  For  the  first  time  in  several  biennia,  the  account 
will  return  to  a  condition  where  revenues  are  expected  to  exceed  expenditures  and  the 
account  balance  will  grow  through  the  2009  biennium.  This  was  done  by  a  cut-back  in 
the  state  construction  program, 
o  Resource  Indemnity  Trust  -  Interest  earnings  are  used  as  a  funding  source  for  several 
funds,  and  the  amount  of  revenue  in  excess  of  the  $100  million  corpus  is  available  for 
appropriation.  Significant  changes  to  this  funding  source  occurred  in  the  2007  session 
with  passage  of  HB  116,  a  bill  that  implemented  recommendations  of  the  Legislative 
Finance  Committee  based  on  an  interim  study. 
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STATE  EMPLOYEE  PAY  PLAN 

The  state  employee  pay  plan  for  the  2009  biennium  was  approved  by  the  2007  Legislature  in  HB  13, 
but  the  pay  plan  was  only  part  of  what  HB  13  provides.  HB  13  also  provides  that  the  Department  of 
Administration  implement  and  maintain  a  broadband  classification  plan  for  all  state  positions.  Although 
the  majority  of  state  employees  are  already  part  of  a  broadband  pay  plan,  the  legislature  has  now 
required  that  the  remaining  state  employees  be  moved  to  the  broadband  plan,  with  few  exceptions.  The 
legislature's  action  also  established  a  specific  base  pay  rate  for  legislators,  and  brings  the 
determination  of  pay  for  the  Commissioner  of  Political  Practices  and  the  members  of  the  State  Tax 
Appeals  Board  under  the  broadband  plan. 

However,  the  primary  purpose  of  HB  13,  the  pay  plan  bill,  is  to  provide  for  pay  and  benefit  increases  for 
state  employees.  These  increases  are  based  upon  agreements  reached  through  collective  bargaining 
between  the  administration  and  employee  representatives,  but  are  generally  applied  to  all  employees. 
Besides  the  pay  and  benefit  enhancements,  the  legislature  also  approved  funding  of  a  contingency 
fund  to  provide  a  buffer  for  agencies  at  risk  of  overspending  their  personal  services  appropriations 
because  of  retirement  payout  or  not  realizing  the  anticipated  vacancy  savings,  and  continued  funding 
for  labor-management  training.  HB  13,  as  proposed  by  the  executive  and  passed  by  the  legislature, 
includes  four  proposed  increases  in  state  employee  compensation  and  benefits: 

o    A  3.0  percent  per  year  salary  increase  beginning  October  1  (for  most  employees)  each  year 

o    A  0.6  percent  "flexibility"  component  (explained  below) 

o  An  increase  in  the  way  longevity  payments  are  calculated  for  employees  with  10  continuous 
years  of  service 

o  An  increase  in  per  employee  insurance  contributions  of  $33  per  month  beginning  January  1, 
2008  and  an  additional  $36  per  month  beginning  January  1,  2009.  The  same  increases  are 
applied  to  the  university  system  employees  beginning  July  1  of  each  year 

In  addition,  HB  13  also  includes  funding  for  the  following: 

o     Funding  to  bring  agencies  up  to  at  least  80  percent  of  market  for  all  employees  as  part  of  the 

conversion  to  the  broadband  pay  plan  (discussed  below) 
o    A  $6  million  ($3  million  general  fund)  personal  services  contingency  for  distribution  to  agencies 

that  cannot  meet  vacancy  savings  targets 
o    A  $75,000  general  fund  training  allowance  for  the  labor-management  training  initiative 

The  pay  plan  appropriations  are  further  summarized  in  the  figures  and  discussions  below. 

Legislative  action  also  resulted  in  the  elimination  of  one  of  the  statewide  matrices  (pay  plan  60)  and 
several  of  the  smaller  pay  matrices  that  are  the  basis  of  state  employee  pay  and  make  the  broadband 
pay  plan  (pay  plan  20)  the  only  statewide  pay  matrix.  The  current  teacher  matrix  and  other  minor 
matrices  are  eliminated,  while  the  blue  collar  matrix  and  statutes  governing  exempt  positions  are 
continued. 

The  calculation  of  costs  of  the  pay  plan  applies  a  4  percent  vacancy  savings  rate  to  the  resulting 
increased  personal  services  costs. 
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PAY  PLAN  COMPONENTS 

The  following  figure  details  the  funding  in  HB  13,  by  receiving  entity. 


Figure  1 

Pay  Plan  Appropriations  -  House  Bill  13 
2009  Biennium 

Entity 

3.0  Percent/Loneevitv/Insurance 
Legislative  Branch 
Consumer  Counsel 
Judiciary 
Executive  Branch 
University  System 

—  FY  2008  — 
General  Fund    Other  Funds 

—  FY  2009  — 
rotal  Funds    General  Fund   Other  Funds 

—  2009  Biennium  — 
Total  Funds    General  Fund   Other  Funds    Total  Funds 

$200,389 

0 

601,880 

6,295,995 

6,721,057 

$44,742 

12,502 

27,673 

9,732,127 

128,372 

$245,131 

12,502 

629,553 

16,028,122 

6,849,429 

$462,984 
0 

1,437,967 
14,945,346 
15,194,084 

$92,250 

28,965 

66,623 

22,195,176 

279,930 

$555,234 
28,965 

1,504,590 
37,140,522 
15,474,014 

$663,373 
0 

2,039,847 
21,241,341 
21,915,141 

$136,992 

41,467 

94,296 

31,927,303 

408,302 

$800,365 

41,467 

2,134,143 

53,168,644 

22,323,443 

Subtotal 

$13,819,321 

$9,945,416 

$23,764,737 

$32,040,381 

$22,662,944 

$54,703,325 

$45,859,702 

$32,608,360 

$78,468,062 

0.6  Percent 
Legislative  Branch 
Consumer  Counsel 
Judiciary 
Executive  Branch 
University  System 

$30,883 

0 

97,429 

935,251 

944,684 

$6,315 

2,030 

4,539 

1,393,501 

15,629 

$37,198 

2,030 

101,968 

2,328,752 

960,313 

$74,329 
0 

231,499 
2,237,827 
2,210,575 

$13,973 

4,817 

10,767 

3,297,003 

37,157 

$88,302 
4,817 

242,266 
5,534,830 
2,247,732 

$105,212 

0 

328,928 

3,173,078 

3,155,259 

$20,288 

6,847 

15,306 

4,690,504 

52,786 

$125,500 

6,847 

344,234 

7,863,582 

3,208,045 

Subtotal 

$2,008,247 

$1,422,014 

$3,430,261 

$4,754,230 

$3,363,717 

$8,117,947 

$6,762,477 

$4,785,731 

$11,548,208 

80%  of  Market  Adjustment 

Judiciary 

Executive  Branch 

$148,750 
$1,097,186 

$33,690 
$730,365 

182,440 
1,827,551 

$198,333 
$1,462,913 

$44,919 
$973,820 

$243,252 
2,436,733 

$347,083 
2,560,099 

$78,609 
1,704,185 

$425,692 

4,264,284 

Subtotal 

$1,245,936 

$764,055 

$2,009,991 

$1,661,246 

$1,018,739 

$2,679,985 

$2,907,182 

$1,782,794 

$4,689,976 

Training  Allowance* 

Personal  Services  Contingency* 

75,000 
3,000,000 

3,000,000 

75,000 
6,000,000 

0 
0 

0 
0 

0 
0 

75,000 
3,000,000 

0 
3,000,000 

75,000 
6,000,000 

Total  HB  13  Appropriations 

$20,148,504 

$15,131,485 

$35,279,989 

$38,455,857 

$27,045,400 

$65,501,257 

$58,604,361 

$42,176,885 

$100,781,246 

'Biennial  appropriation. 

Salary  Increase 

The  legislature  increased  state  employee  salaries  by  3  percent  each  year  of  the  biennium,  beginning  on 
October  1.  According  to  the  Personnel  Division  of  the  Department  of  Administration,  this  increase  is  an 
attempt  to  get  all  salaries  closer  to  market. 

Flexibility  Component 

The  legislature  added  the  equivalent  of  0.6  percent  to  allow  agencies  with  established  policies  to 
provide  salary  adjustments  for  such  things  as  progression,  competencies,  and  performance.  According 
to  the  Personnel  Division,  employees  in  agencies  without  demonstrated  policies  for  these  adjustments 
would  likely  receive  a  total  3.6  percent  increase. 

Longevity  Calculation 

Longevity  is  an  increase  given  to  state  employees  after  a  set  number  of  years  of  uninterrupted  service. 
An  employee  receives  an  increase  of  1.5  percent  of  base  salary  for  each  5  years  of  service.  Through 
FY  2007,  employees  who  have  completed  either  15  or  20  years  of  uninterrupted  service  receive  an 
additional  0.5  percent  increase  (total  2.0  percent)  for  each  of  those  5  year  increments.  Beginning  with 
the  first  full  pay  period  of  FY  2008,  HB  13  expands  that  provision  to  include  employees  who  have 
completed  10  years  of  service.  According  to  the  Personnel  Division,  this  adjustment  was  requested  to 
improve  retention  of  new  employees,  the  average  age  of  which  is  41 . 
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Figure  2 

Pay  Plan  by  Type  of  Adjustment 

2009  Biennium 

General 

Other 

Total 

Type  of  Adjustment 

Fund 

Funds 

Funds 

Increase  in  Pay  Schedules* 

$37,616,727 

$27,304,025 

$64,920,752 

Funding  for  Market  Progression, 

6,762,477 

4,785,731 

11,548,208 

Pay  for  Performance,  or  Competency 

Adjustment  to  Minimum  80%  of  Market 

2,907,182 

1,782,794 

4,689,976 

Insurance  Increase* 

8,242,975 

5,304,335 

13,547,310 

Labor-Management  Training  Initiative 

75,000 

- 

75,000 

Personal  Services  Contingency 

3,000,000 

3,000,000 

6,000,000 

Total 

$58,604,361 

$42,176,885 

$100,781,246 

Other  Budget  or  Fiscal  Actions  State  Employee  Pay  Plan 

Insurance  Increase 

The  employer  contribution  to  the 
health  insurance  costs  of  employees 
will  increase  an  additional  $33  to 
$590  per  month  beginning  January 
1,  2008,  and  by  another  $36  to  $626 
per  month  beginning  January  1, 
2009  for  most  state  employees. 
University  system  increases  are 
effective  July  1  of  each  year.  Figure 
2  shows  another  perspective  of  the 
HB  13  pay  plan  appropriations,  this 
one  showing  the  share  of  the 
appropriations  attributable  to  the  health  insurance  portion. 

Future  Costs 

Because  the  pay  and  insurance  increases  would  be  phased  in  over  the  biennium,  costs  in  the  next 
biennium  for  this  pay  plan  will  be  significantly  higher  -  about  $83.5  million  general  fund  and  $63.5 
million  other  funds  (excluding  positions  for  which  the  legislature  does  not  appropriate  funds). 

OTHER  COST  COMPONENTS 

HB  13  provides  funding  for  three  other  purposes:  1)  a  personal  services  contingency;  2)  labor- 
management  training;  and  3)  aid  in  transitioning  to  the  broadband  pay  plan. 

Personal  Services  Contingency 

The  legislature  approved  a  contingency  pool  of  $3.0  million  general  fund  and  $3.0  million  other  funds,  a 
doubling  of  the  general  fund  contingency  provided  in  the  2007  biennium.  The  funds  are  to  be  allocated 
by  the  Office  of  Budget  and  Program  Planning  to  agencies  when  sufficient  personnel  vacancies  do  not 
occur,  retirement  costs  exceed  agency  resources,  or  other  contingencies  arise. 

Training 

The  legislatively  approved  pay  plan  appropriations  include  $75,000  general  fund  to  continue  a  labor- 
management  training  initiative  from  the  2007  biennium  to  encourage  a  positive  relationship  between  the 
Office  of  Labor  Relations  and  labor. 

Aid  in  Transition  to  Broadband  Pay  Plan 

The  legislature  also  appropriated  $2.9  million  general  fund  and  $1.8  million  other  funds  over  the 
biennium  to  assist  agencies  to  achieve  at  least  80  percent  of  market  salaries  for  all  of  their  employees 
as  part  of  the  conversion  to  the  broadband  pay  plan  (pay  plan  20).  The  basis  for  this  action  is 
discussed  in  the  overall  context  of  the  broadband  pay  plan  in  the  Legislative  Budget  Analysis  -  2009 
Biennium. 
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STATE  EMPLOYEES  -  FTE  SUMMARY 

Personal  services  represents  the  costs  of  salaries  and  benefits  for  state  employees,  and  comprises 
about  40  percent  of  total  state  agency  operating  costs  (excluding  grants  and  benefits,  capital  outlay, 
and  transfers).  The  following  discussion  addresses  two  major  components  of  personal  services:  total 
FTE  and  vacancy  savings. 

FTE 

HB  2  provides  funding  for  12,063.80  FTE  in  FY  2008  and  12,017.30  FTE  in  FY  2009,  excluding  the 
units  of  the  Montana  University  System.  As  shown  in  Figure  3,  total  FTE  increases  over  the  FY  2006 
level  by  412.08  in  FY  2008  and  385.58  in  FY  2009. 


Figure  3 

Total  FTE  Levels 

2009  Biennium 

Base 

Net  Change 

Total 

Net  Change 

Total 

Change 

Section  Agency 

FY  2006 

FY  2008 

FY  2008 

FY  2009 

FY  2009 

FY  2006-FY2009 

Section  A* 

Legislative  Branch** 

124.97 

5.00 

129.97 

10.17 

135.14 

8.1% 

Consumer  Counsel 

5.54 

0.00 

5.54 

0.00 

5.54 

0.0% 

Judiciary 

392.13 

5.95 

398.08 

5.95 

398.08 

1.5% 

Governor's  Office 

59.07 

1.00 

60.07 

1.00 

60.07 

1.7% 

Commissioner  of  Political  Practices 

5.00 

1.00 

6.00 

1.00 

6.00 

20.0% 

State  Auditor 

76.50 

2.00 

78.50 

2.00 

78.50 

2.6% 

Tranportarion 

2,238.56 

-52.22 

2,186.34 

-102.60 

2,135.96 

-4.6% 

Revenue 

611.03 

36.75 

647.78 

36.75 

647.78 

6.0% 

Admininstration 

149.72 

10.90 

160.62 

11.90 

161.62 

7.9% 

Consensus  Council 

2.50 

0.00 

2.50 

0.00 

2.50 

0.0% 

Office  of  the  Public  Defender 

90.25 

102.25 

192.50 

102.25 

192.50 

113.3% 

Section  B 

Public  Health  and  Human  Services 

2,780.42 

106.15 

2,886.57 

112.90 

2,893.32 

4.1% 

Section  C 

Fish,  Wildlife,  and  Parks 

659.85 

18.25 

678.10 

19.25 

679.10 

2.9% 

Environmental  Quality 

362.79 

13.50 

376.29 

13.50 

376.29 

3.7% 

Livestock 

135.99 

2.00 

137.99 

2.00 

137.99 

1.5% 

Natural  Resources  and  Conservation 

531.37 

14.00 

545.37 

14.00 

545.37 

2.6% 

Agriculture 

112.54 

4.00 

116.54 

5.00 

117.54 

4.4% 

Commerce* 

42.66 

13.25 

55.91 

14.00 

56.66 

32.8% 

Section  D 

Public  Service  Commission 

39.00 

0.00 

39.00 

0.00 

39.00 

0.0% 

Board  of  Crime  Control 

20.00 

-0.50 

19.50 

-0.50 

19.50 

-2.5% 

Justice 

723.30 

3.75 

727.05 

3.75 

727.05 

0.5% 

Corrections 

1,169.64 

78.50 

1,248.14 

87.25 

1,256.89 

7.5% 

Labor  and  Industry 

726.58 

3.50 

730.08 

3.50 

730.08 

0.5% 

Military  Affairs 

172.90 

9.25 

182.15 

9.25 

182.15 

5.3% 

Section  E 

Office  of  Public  Instruction 

135.23 

22.13 

157.36 

22.13 

157.36 

16.4% 

Board  of  Public  Education 

4.00 

0.00 

4.00 

0.00 

4.00 

0.0% 

School  for  the  Deaf  and  Blind 

84.03 

4.58 

88.61 

4.58 

88.61 

5.5% 

Commissioner  of  Higher  Education*** 

100.06 

4.54 

104.60 

4.00 

104.06 

4.0% 

Arts  Council 

7.00 

0.00 

7.00 

0.00 

7.00 

0.0% 

State  Library 

29.50 

1.00 

30.50 

1.00 

30.50 

3.4% 

Historical  Society 

59.59 

1.55 

61.14 

1.55 

61.14 

2.6% 

Totals 

11,651.72 

412.08 

12,063.80 

385.58 

12,037.30 

3.3% 

*The  Office  of  the  Secretary  of  State  and  a  significant  number  of  Department  of  Administration  and  Department  of 

Commerce  staff  are  funded  with  proprietary 

funds  not  included 

in  HB  2. 

**FY  2009  includes  session  staff. 

'"Includes  only  staff  within  the  Office  of  the  Commissioner  of  Higher  Education. 
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The  reduction  in  the  Department  of  Transportation  is  due  to  a  change  in  assumed  construction 
activities,  and  is  primarily  an  accounting  change.  The  increase  in  the  Office  of  the  Public  Defender  is 
due  to  the  conversion  of  contracted  public  defender  counsel  to  state  employees  under  the  newly 
created  centralized  public  defender  system.  For  a  further  discussion,  see  the  Office  of  the  Public 
Defender  beginning  on  page  A-203  of  Volume  3  of  the  LFD  2009  Biennium  Legislative  Fiscal  Report. 

When  these  two  agencies  are  factored  out,  FTE  increases  by  359.86  in  FY  2008  and  385.93  in  FY 
2009,  or  3.3  percent  over  the  FY  2006  totals,  with  all  but  6  agencies  receiving  additional  FTE.  Of  these 
totals,  all  but  23.50  FTE  in  FY  2008  and  24.25  FTE  in  FY  2009  are  ongoing  positions.  The 
Departments  of  Commerce,  the  Commissioner  of  Political  Practices,  and  the  Office  of  Public  Instruction 
show  the  largest  percentage  increases. 

Please  also  note  that  the  table  reflects  the  removal  of  21 .75  TE  county  attorneys  from  the  Department 
of  Justice,  as  these  positions  will  now  be  funded  through  a  statutory  appropriation.  If  all  three  changes 
are  factored  out,  FTE  rise  by  3.5  percent  from  FY  2006  to  FY  2009. 

Major  Increases 

The  following  summarizes  some  of  the  major  increases  in  FTE.    For  a  further  discussion,  see  the 
individual  agency  narratives  in  Volumes  3  and  4  of  this  report, 
o    Largest  net  increase  in  FTE 

o     Department  of  Public  Health  and  Human  Services  -  The  increase  is  due  primarily  to  two 

factors:  1)  the  maintenance  of  staff  added  during  the  interim  due  to  population  issues  at 

Montana  State  Hospital;  and  2)  provision  of  additional  field   case  workers  (social 

workers) 
o    Department  of  Revenue  -  The  legislature  added  FTE  for  enhanced  tax  compliance, 

liquor  system  reform,  workload,  property  reappraisal,  and  collection  of  out-of-state  debt. 

It  is  anticipated  that  the  department  will  also  hire  a  number  of  modified  FTE  for  other 

initiatives, 
o    Department  of  Corrections  -  The  legislature  added    36  additional  probation  and  parole 

officers  in  FY  2009,  IT  staff  and  school  to  work  functions  at  the  juvenile  facilities,  and 

staff  to  take  over  inmate  transportation  from  a  contracted  firm 
o    Without  the  impact  of  the  movement  of  county  attorney  positions  to  a  statutory 

appropriation,  the  Department  of  Justice  would  increase  by  25.50  FTE  for  additional 

legal  staff,  investigators  in  the  Gambling  Control  Division,  highway  patrol  dispatchers, 

and  miscellaneous  other  positions,  including  scientists  at  the  forensics  laboratory, 
o     Largest  percentage  increase  in  FTE 

o    Department  of  Commerce  -  The  legislature  expanded  several  economic  development 

programs  begun  or  maintained  by  the  2005  Legislature 
o    Office  of  Public  Instruction  -  FTE  were  added  for  curriculum  specialists  and  continuance 

of  data  management,  and  due  to  increased  federal  grants 
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VACANCY  SAVINGS 

Vacancy  savings  is  the  difference  between  the  cost  of  fully  funding  a  position  for  the  entire  year  and  the 
actual  cost  of  employee  positions  during  that  period.  A  vacancy  savings  reduction,  usually  a 
percentage  reduction  from  full  funding,  has  been  applied  to  budgets  in  prior  years  in  anticipation  that 
staff  turnover  and  vacancies  often  result  in  lower  personal  services  expenditures  than  appropriated. 

Legislative  Vacancy  Savings 

The  executive  budget  recommended  a  4.0  percent  vacancy  savings  rate  on  all  personal  services 
(including  insurance)  for  all  agencies  except: 

o    Those  with  fewer  than  20  FTE; 

o    Highway  Patrol  (statutorily  exempted); 

o    University  system  faculty; 

o    Elected  officials; 

o    The  legislative  branch;  and 

o    The  judicial  branch. 

The  final  legislative  budget  incorporated  the  4.0  percent  vacancy  savings,  but  made  four  additional 
exceptions  from  how  vacancy  savings  has  been  applied  in  recent  years  -  game  wardens  (Department 
of  Fish,  Wildlife,  and  Parks)  are  statutorily  exempted  with  passage  and  approval  of  SB  205  and  the 
Public  Service  Commission,  Department  of  Justice  Forensic  Science  Division,  and  Department  of 
Corrections  24/7  direct  supervision  staff  were  exempted  for  the  2009  biennium  by  decision  packages  in 
HB2. 

Total  budget  reductions  as  a  result  of  the  imposition  of  vacancy  savings  are  about  $45.3  million  total 
funds  and  about  $18.0  million  general  fund  over  the  2009  biennium,  excluding  the  university  system. 
Vacancy  savings  is  a  factor  in  calculating  the  "lump  sum"  distribution  of  state  funding  for  the  university 
units,  but  ceases  to  be  a  major  factor  in  actual  university  budgets  when  state  funding  and  tuition  levels 
determined  by  the  Board  of  Regents  are  combined. 

Personal  Services  Contingency 

Vacancy  savings  are  assessed  against  personal  services  budgets  on  the  assumption  that  actual 
vacancy  savings  will  be  sufficient  to  cover  the  reduction.  Sometimes,  agencies  don't  generate  enough 
actual  vacancy  savings,  resulting  in  a  shortfall. 

In  order  to  assist  agencies  that  have  insufficient  authority  to  meet  all  personal  services  costs  in  the 
2009  biennium,  the  legislature  provided  a  contingency  fund  totaling  $3.0  million  general  fund  and  $3.0 
million  other  funds.  The  personal  services  contingency  is  a  component  of  the  state  employee  pay  plan 
(HB  13).  Agencies  must  apply  to  the  Office  of  Budget  and  Program  Planning  for  these  funds. 
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PUBLIC  SCHOOL  FUNDING 

The  Sixtieth  Legislature  failed  to  pass  a  school  funding  bill  during  the  regular  session.  In  the  May  2007 
Special  Session,  the  legislature  passed  one  major  piece  of  legislation  (SB  2)  dealing  with  public  school 
funding  policy,  and  passed  HB  2  to  fund  these  changes. 

Figure  4  below  shows  the  2009  biennium  increases  in  K-12  school  funding. 


Figure 

4 

K-12  Appropriations  ■ 

2009  Biennium 

Percent  Change 

Compared  with 

FY  2008 

FY  2009 

Biennial 

2007  Biennium 

Present  Law  Adjustments  -  Compared  with  Base  2006 

$54,371,618 

$57,512,927 

$111,884,545 

New  Proposals 

New  Ongoing  Money  for  Schools 
Full-Time  Kindergarten 
Quality  Educator 

13,143,203 
13,194,454 

15,118,813 
13,326,127 

28,262,016 
26,520,581 

Create  Middle  School  Basic  Entitlement 

507,356 

508,753 

1,016,109 

Other  (Special  Ed,  Facilities,  Adult  Ed) 

2,613,689 

3,985,011 

6,598,700 

Total  New  Ongoing  Money  For  Schools 

$29,458,702 

$32,938,704 

$62,397,407 

5.4% 

Ongoing  Appropriations  For  Schools  that  are  Not  New  Money 
GTB  Tax  Relief-  Raise  GTB  Ratio  to  193% 

10,606,962 

10,775,429 

21,382,391 

Divert  Royalties  from  State  Lands  to  Facility  Trust  (SB  2) 

17,581,718 

23,174,302 

40,756,020 

Total  Approps  that  are  not  new  money  for  schools 

$28,188,680 

$33,949,731 

$62,138,411 

5.4% 

One-Time-Only  Approps  to  Schools  -  New  Money 
Indian  Ed  for  All 

1,500,000 

1,500,000 

3,000,000 

Full-Time  Kindergarten 
Gifted  and  Talented 

10,000,000 
1,000,000 

0 
1,000,000 

10,000,000 
2,000,000 

Total  OTO  Money 

$12,500,000 

$2,500,000 

$15,000,000 

1.3% 

Contingent  New  OTO  Money  to  School  Districts 

Capital  and  Maintenance  -  Contingent  on  FY  2007  Revenue 

30,000,000 

0 

30,000,000 

Total  New  Money  to  Schools  -  Ongoing  and  OTO 

$71,958,702 

$35,438,704 

S  107,397.407 

9.4% 

When  compared  to  the  amount  spent  on  K-12  in  FY  2006,  the  legislature  approved  $111.9  million  in 
present  law  adjustments  for  the  2009  biennium.  These  included  inflation  in  the  basic  and  per-ANB 
entitlements  of  2.76  percent  for  FY  2008  and  3.0  percent  for  FY  2009  for  a  biennial  increase  of  $42.6 
million.  Also  included  were  adjustments  for  the  December  2005  Special  Session  of  $71.9  million.  The 
other  adjustments,  for  special  education,  HB  124  block  grants,  and  higher  guarantee  account  revenue, 
as  well  as  others,  amounted  to  savings  of  $2.5  million  in  general  fund  appropriations  for  K-12  in  the 
2009  biennium. 

The  new  proposals  approved  by  the  legislature  for  K-12  funding  during  the  2009  biennium  can  be 
divided  into  4  categories: 

o     New  ongoing  money  to  K-12  school  districts 

o     New  ongoing  appropriations  by  the  state  which  are  not  new  money  to  school  districts 

o     New  one-time-only  (OTO)  money  to  school  districts 

o     Contingent  new  OTO  money  to  school  districts 
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New  Ongoing  Money  to  School  Districts 

The  new  ongoing  money  to  K-12  school  districts  is  $62.4  million  for  the  2009  biennium.  This  includes 
funding  for  full-time  kindergarten,  an  increase  in  the  quality  educator  payment,  the  creation  of  a  new 
middle  school  basic  entitlement  of  $62,075,  as  well  as  other  increases  in  special  education,  facilities 
and  adult  education. 

Full-time  Kindergarten 

The  full-time  kindergarten  provisions,  adding  $28.3  million  in  state  costs,  provide  state  average  number 
belonging  (ANB)  funding  for  students  enrolled  in  full-time  kindergarten  programs.  A  school  district  must 
offer  at  least  a  half-time  program  (a  minimum  of  360  hours)  and  may  offer  a  full-time  kindergarten 
program  (a  minimum  of  720  hours).  If  the  district  enrolls  students  in  a  full-time  kindergarten  program, 
full-time  ANB  funding  will  be  provided.  Schools  must  allow  a  parent  to  enroll  a  child  half-time  in  a  full- 
time  kindergarten  program.  The  estimate  of  the  state  cost  of  full-time  kindergarten  assumes  that  80 
percent  of  the  eligible  kindergarteners  will  enroll  in  FY  2008  and  90  percent  in  FY  2009.  Approximately 
25  percent  of  kindergarteners  are  enrolled  in  full-time  kindergarten  currently.  The  estimate  of  the  state 
cost  of  kindergarten  includes  an  increase  in  the  quality  educator  payment  for  the  additional  teachers 
that  will  need  to  be  hired  as  well  as  added  retirement  costs.  Full-time  kindergarten  will  also  require 
additional  local  district  funding. 

Quality  Educator  Payment 

Another  new  source  of  ongoing  money  to  K-12  is  the  increase  in  the  quality  educator  payment,  costing 
the  state  $26.5  million.  The  quality  educator  payment  increases  from  $2,000  in  FY  2007  to  $3,036  in 
FY  2008  and  to  $3,042  in  FY  2009.  In  addition,  psychologists  and  social  workers  were  added  to  the  list 
of  educators  eligible  for  the  payment. 

Middle  School  Basic  Entitlement 

The  legislature  approved  a  new  middle  school  basic  entitlement  of  $62,075  for  FY  2008  and  $62,083 
for  FY  2009,  adding  $1.0  million  in  state  costs.  Under  previous  law,  districts  with  middle  schools 
received  a  weighted  average  basic  entitlement,  with  the  elementary  basic  entitlement  weighted  by  the 
proportion  of  students  in  K-6  and  the  high  school  basic  entitlement  weighted  by  the  proportion  of  7-8 
students. 

Others 

The  last  sources  of  ongoing  new  money  for  districts  are:  1)  increases  in  special  education  for  inflation; 
2)  increases  in  facilities  payments  for  new  bond  issues  in  Billings  and  Lockwood;  and  3)  increases  in 
adult  education.  The  total  increase  for  these  items  during  the  2009  biennium  is  $6.6  million. 

New  Ongoing  Appropriations  By  The  State  Which  Are  Not  New 
Money  To  School  Districts 

The  legislature  approved  two  appropriations  that  impact  the  state  treasury,  but  add  no  new  money  to 
school  district  coffers.  The  cost  to  the  state  for  these  provisions  is  $62.1  million  for  the  2009  biennium. 

Tax  Relief 

The  first  is  the  tax  relief  conferred  by  raising  the  guaranteed  tax  base  (GTB)  subsidy  ratio  to  193 
percent  from  its  current  level  of  175  percent.  This  raises  the  state  share  in  the  base  budget  and  lowers 
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the  local  share  by  increasing  the  subsidy  amount  for  each  GTB-eligible  school  district  and  by  making 
more  districts  GTB-eligible.  Districts  would  have  received  this  money  whether  this  law  was  changed  or 
not,  either  from  mandatory  base  taxes  or  from  increased  GTB  aid.  The  increase  in  state  costs  in  the 
2009  biennium  will  be  $21.4  million  and  the  reduction  in  local  base  taxes  is  the  same. 

School  Trust  Land  Royalties 

The  second  increase  in  state  general  fund  appropriations  that  do  not  represent  new  money  to  districts 
is  the  diversion  of  school  trust  land  royalties  to  a  facilities  trust  account.  Under  previous  law,  oil  and 
natural  gas  royalties  earned  by  the  state  on  school  trust  lands  would  have  gone  to  pay  base  aid  to 
school  districts,  supplanting  general  fund.  Because  these  royalties  will  now  be  distributed  to  the 
facilities  trust,  general  fund  will  have  to  be  used  in  place  of  these  funds  to  pay  base  aid  costs.  The 
amount  is  $40.8  million  for  the  2009  biennium.  The  monies  in  the  trust  will  accumulate  until  the  next 
legislature  decides  how  to  appropriate  them  for  school  facility  purposes. 

New  One-Time-Only  (OTO)  Money  To  School  Districts 

The  legislature  approved  three  one-time-only  appropriations  to  school  districts  for  the  2009  biennium. 
These  were  an  Indian  Education  for  All  payment,  a  gifted  and  talented  payment,  and  start-up  costs  for 
full-time  kindergarten.  The  cost  of  these  proposals  is  $1 5.0  million  for  the  2009  biennium. 

Indian  Education  for  All 

The  Indian  Education  for  All  payment  is  $1.5  million  per  year  in  the  2009  biennium,  and  will  not 
continue  after  that.  The  distribution  mechanism  in  SB  2  requires  that  each  district  will  receive  a 
minimum  of  $500.  The  remaining  money  is  distributed  on  a  per-ANB  basis,  approximately  $9.72  per 
ANB,  and  is  to  be  deposited  in  the  districts'  miscellaneous  fund. 

Gifted  and  Talented 

The  gifted  and  talented  payment  is  $1.0  million  per  year.  The  funds  will  be  distributed  through  an 
application  process  in  the  same  manner  that  gifted  and  talented  funding  is  currently  distributed. 

Full-time  Kindergarten  Start-up  Costs 

The  appropriation  for  one-time-only  startup  costs  for  full-time  kindergarten  is  $10.0  million.  The 
legislature,  in  SB  2,  provided  a  mechanism  for  distributing  a  one-time-only  payment  to  elementary 
districts  for  start-up  costs  for  full-time  kindergarten.  The  money  will  be  distributed  based  on 
kindergarten  enrollment  reported  to  the  Office  of  Public  Instruction  (OPI)  in  October  2006.  To  receive 
the  money,  school  districts  must  indicate  their  intent  to  offer  full-time  kindergarten  by  FY  2012.  For 
school  districts  that  do  not  indicate  their  intent  to  offer  full-time  kindergarten  by  July  1,  2012,  the  money 
designated  for  these  districts  will  revert  to  the  state  general  fund.  HB  2  appropriates  $10.0  million  for 
distribution  to  elementary  programs,  which  is  estimated  to  be  approximately  $971  per  kindergarten 
student. 

Contingent  New  OTO  Money  To  School  Districts 

The  legislature  approved  up  to  $30  million  in  FY  2008  to  be  distributed  to  schools  for  capital 
improvements  and  deferred  maintenance  on  a  one-time-only  basis,  contingent  on  excess  state  general 
fund  revenue  realized  in  FY  2007.  School  districts  must  deposit  the  money  in  the  miscellaneous 
programs  fund.  The  money  must  be  spent  by  the  end  of  FY  2017  to  avoid  reversion  to  the  state. 
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The  amount  that  will  be  distributed  to  schools  is  the  amount  by  which  the  unaudited  general  fund 
revenue  in  FY  2007  exceeds  the  revenue  estimate  of  $1,762,355,000.  The  total  appropriation  for  the 
school  unit  payment  is  limited  to  $30  million.  At  $30  million,  the  school  unit  payment  is  estimated  to  be 
$34,153  per  school  unit  in  FY  2008.  The  amount  of  money  available  for  distribution  to  schools  is 
expected  to  be  known  in  August  2007.  The  money  will  be  distributed  to  school  districts  on  the  same 
schedule  as  direct  state  aid. 

This  funding  will  be  distributed  per  school  unit,  which  is  defined  as  800  ANB  for  a  high  school  district; 
250  ANB  for  the  K-6  ANB  of  an  elementary  district  with  an  approved  7-8  grade  program,  junior  high 
school  or  middle  school;  250  ANB  for  the  K-8  ANB  of  an  elementary  district  without  an  approved  7-8 
grade  program,  junior  high  school  or  middle  school;  and  450  ANB  for  the  7-8  grade  ANB  of  an 
elementary  district  with  an  approved  7-8  grade  program,  junior  high  school  or  middle  school.  The 
number  of  school  units  for  a  district  is  determined  using  current  year  ANB.  It  is  estimated  that  there  will 
be  878.4  school  units  in  FY  2008. 
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LONG-RANGE  PLANNING  SUMMARY 

The  2007  Legislature  approved  $469.5  million  of  capital  projects,  grants,  and  loans  in  the  Long  Range 
Planning  (LRP)  programs.  This  represents  an  overall  decrease  of  $6.5  million,  or  1.4  percent,  from 
LRP  spending  in  the  2007  biennium.  However,  the  Sixtieth  Legislature  developed  the  2009  biennium 
long-range  budget  primarily  with  cash  funding.  Figure  5  below  summarizes  the  funding  for  each  of  the 
LRP  programs.  The  amounts  shown  reflect  the  funding  appropriated  or  authorized  for  projects.  The 
marked  increase  in  cash  funding  resulted  from  the  extensive  use  of  one-time-only  state  general  fund, 
which  funded  $171.4  million,  or  36.5  percent,  of  all  LRP  appropriations  through  transfers  to  various 
capital  project  accounts.  More  detailed  information  on  the  LRP  programs  can  be  found  in  the  2009 
Biennium  Legislative  Fiscal  Report,  Volume  4,  Section  F. 


Figure  5 

Legislative  Action  --  2007  Session 

Long  Range  Planning  Programs 
2009  Biennium  (dollars  in  millions) 


LRBF»Long-Range  Building  Fund;  CPF=Capital  Project  Funds;  CLG=Capilol  Land  Granr.  G&D-Grants,  Donations,  Proprietary  Funds,  and  Higher  Education  Funds;  B&L=Bonds  and  Loans 
•Does  not  include  S2  2  million  of  funds  expected  to  be  borrowed  for  the  payment  for  the  purpose  of  a  renewable  resource  program  grant 
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Figure  6 


Funding  for  the  LRP  programs  is 
derived  from  a  number  of  different 
sources.  Figure  6  shows  the 
proportional  breakdown  of  the 
funding  for  LRP  programs.  The 
largest  source  of  LRP  funding  is 
derived  from  state  capital  project 
funds  (CPF),  which  include  the 
Long-Range  Building  Program 
(LRBP),  the  Long-Range 

Information  Technology  Program 
(LRITP),  and  the  Fish,  Wildlife,  and 
Parks  (FWP)  capital  project  funds. 
In  the  2009  biennium,  41  percent,  a 
total  of  $193.5  million,  of  all  the 
LRP  budgets  are  funded  in  capital 
projects  fund  types.  Of  the  capital 
project  funding,  89  percent  result  from  one-time-only  transfers  from  the  state  general  fund. 

Other  sources  of  funding  for  the  LRP  include  state  special  revenue  (SSR),  federal  special  revenue 
(FSR),  grants;  donations,  grants  and  donations  (G&D),  loans  and  bonds  (L&B),  general  funds  (GF),  and 
capitol  land  grant  funds  (CLG).    Most  SSR  funds  are  appropriated  to  the  Department  of  Transportation 
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and  the  Department  of  Fish,  Wildlife,  and  Parks  in  the  LRBP.  The  Treasure  State  Endowment  program 
also  uses  significant  SSR.  Federal  special  revenues  primarily  fund  LRBP  projects  in  FWP  and 
Department  of  Military  Affairs  and  Department  of  Public  Health  and  Human  Services  information 
technology  projects  (IT)  in  the  LRITP.  Another  large  funding  source  of  LRP  is  captured  in  the  "G&D" 
category,  which  consists  of  a  combination  of  non-state  funds  like  grants,  donations,  proprietary  funds, 
and  higher  education  funds.  The  size  of  this  category  can  be  attributed  to  the  funding  in  the  LRBP  for 
Montana  University  building  projects.  General  fund  makes  up  only  3  percent  of  the  LRP  appropriations. 

Long-Range  Building  Program  (LRBP) 

Total  LRBP  appropriations  and  authorizations  for  the  2009  biennium  are  $304.4  million.  HB  4  passed 
in  the  May  2007  special  session,  appropriates  funds  for  capital  construction  and  maintenance  projects 
statewide.  The  LRBP  budget  for  the  2009  biennium  makes  use  of  cash  funding  for  projects  that  have 
historically  been  funded  with  bond  proceeds.  For  example,  the  state  will  purchase  the  Missoula 
forensic  lab  with  $7.5  million,  construct  two  new  buildings  to  house  IT  equipment  and  personnel  with 
$14.5  million,  and  continued  work  at  the  Petroleum  building  at  Montana  Tech  in  Butte  with  $5.2  million. 
One  project,  the  US  Highway  93  road  project,  was  funded  at  $26.0  million  in  the  LRBP  but  is  not  a 
LRBP  project. 

Through  the  LRBP,  the  Sixtieth  Legislature  made  some  headway  on  the  backlog  of  deferred 
maintenance,  which  has  been  an  issue  in  the  state  for  many  years.  The  legislature  approved  between 
$40  million  and  $65  million  of  projects  that  will  directly  reduce  the  estimated  $200  million  deferred 
maintenance  backlog.  One  project  that  will  significantly  reduce  the  deferred  maintenance  backlog  is 
the  renovation  of  Gaines  Hall  on  the  Montana  State  University  in  Bozeman  campus,  funded  at  $28.5 
million.  Another  major  contribution  to  reduction  of  the  backlog  is  the  appropriation  of  $6.3  million  for 
deferred  maintenance  at  the  Montana  State  University  agriculture  experiment  stations. 

Long-Range  Information  Technology  Program  (LRITP) 

The  LRITP  is  a  new  program  that  constitutes  an  alternative  method  of  funding  large  IT  investments, 
those  over  $2  million.  By  consolidating  major  IT  projects  in  one  program,  several  administrative  and 
legislative  objectives  will  be  achieved.  The  objectives  include  centralizing  administration,  providing 
enhanced  oversight,  and  fostering  stronger  partnerships  between  agencies  and  the  state  CIO.  The 
2009  biennium  program  will  include  four  projects  for  the  Department  of  Administration,  five  projects  for 
the  Department  of  Public  Health  and  Human  Services,  and  one  project  for  the  Judicial  Branch.  HB  4 
passed  in  the  May  2007  special  session  contains  $80.7  million  of  appropriations  for  the  LRITP. 

State  Building  Energy  Conservation  (SBEC) 

The  State  SBEC,  operated  by  the  Department  of  Environmental  Quality  (DEQ),  was  established  to 
reduce  operating  costs  in  state  facilities  by  identifying  and  funding  cost-effective  energy  efficiency 
improvement  projects.  The  projects  are  designed  so  that  the  energy  savings  exceed  administrative  and 
project  costs.  HB  4,  passed  in  the  May  2007  special  session,  appropriates  $3  million  of  one-time-only 
state  general  fund  to  fund  the  SBEC  program. 

Renewable  Resource  Grants  and  Loan  Programs  (RRGL) 

The  purpose  of  RRGL  projects  is  "to  enhance  Montana's  renewable  resources  through  projects  that 
measurably  conserve,  develop,  manage,  or  preserve  resources  (85-1-602,  MCA).  The  Sixtieth 
Legislature  appropriated  $8.6  million  of  state  special  revenues  and  authorized  78  RRGL  grants  in  HB  6 
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of  the  2007  regular  session  and  authorized  a  $9.1  million  RRGL  loan  program  in  HB  8.  The  interest 
rates  on  loans  appropriated  in  HB  8  are  subsidized  with  coal  severance  tax  revenues  in  cases  of 
financial  need. 

Reclamation  and  Development  Grant  Program  (RDGP) 

The  RDGP  was  established  to  fund  projects  that:  1)  repair,  reclaim,  and  mitigate  environmental 
damages  to  public  resources  from  non-renewable  resource  extraction;  and  2)  develop  and  ensure  the 
quality  of  public  resources  for  the  benefit  of  all  Montana  citizens.  The  legislature  appropriated  $5.6 
million  of  state  special  revenue  to  fund  19  RDGP  grants  in  HB  7  of  the  2007  regular  session. 

Cultural  &  Aesthetic  Grant  Program 

The  Cultural  &  Aesthetic  Grant  Program  (C&A),  administered  by  the  Montana  Arts  Council  (MAC),  is 
funded  with  interest  earned  from  the  C&A  trust,  for  the  purpose  of  protecting  works  of  art  in  the  state 
capitol  or  other  cultural  and  aesthetic  projects  in  accordance  with  22-2-301,  MCA.  Appropriations  of 
$698,770  to  fund  82  C&A  grants  and  $30,000  for  the  protection  of  artwork  at  the  capitol  complex  are 
included  in  HB  9,  passed  in  the  2007  regular  session. 

The  legislature  approved  a  one-time-only  general  fund  transfer  of  $1.5  million  to  the  cultural  trust.  The 
transfer  completes  the  repayment  a  corpus  expenditure  for  the  1997  purchase  of  Virginia  and  Nevada 
Cities  and  provides  additional  funds  to  compensate  the  trust  for  other  fund  diversions. 

Treasure  State  Endowment  Program  (TSEP) 

The  TSEP  is  a  state  infrastructure-financing  program  funded  with  investment  earnings  from  the  TSEP 
trust  in  accordance  with  Section  90-6-701,  MCA.  Infrastructure  projects  include  drinking  water 
systems,  wastewater  treatment  facilities,  sanitary  sewer  or  storm  water  systems,  solid  waste  disposal 
and  separation  systems,  and  bridges.  HB  512,  passed  in  the  2007  regular  session,  appropriates  $18 
million  from  the  interest  and  earnings  of  the  trust  and  $17.2  million  of  Board  of  Investment  (BOI)  loan 
proceeds  to  fund  emergency  grants,  preliminary  engineering  grants,  and  56  TSEP  grants  to  local 
governments.  Also  appropriated  in  HB  512  is  a  $2.2  million  grant  to  the  Department  of  Natural 
Resources  and  Conservation  (DNRC)  for  renewable  resource  projects.  The  legislature  expected  the 
grant  to  be  funded  with  TSEP  loan  proceeds.  The  grant  will  allow  DNRC  to  fund  all  RRGL  grant 
requests.  Consequently,  the  fiscal  impact  of  this  grant  is  contained  in  the  RRGL  description  of  this 
summary. 

Treasure  State  Endowment  Regional  Water  Program  (TSEPRW) 

The  TSEPRW,  established  in  90-6-715,  MCA,  was  created  to  finance  regional  drinking  water  systems 
that  supply  water  to  large  geographical  areas  and  serve  multiple  local  governments.  The  legislature 
funded  the  TSEPRW  program  through  two  sources  in  the  2009  biennium.  First,  $6.8  million  was 
appropriated  from  the  interest  earnings  of  the  TSEP  regional  water  trust  in  HB  512.  Next,  the 
legislature  authorized  the  BOI  to  issue  $17.2  million  of  coal  severance  tax  bonds  in  HB  8,  $15.4  million 
to  fund  the  state  match  for  regional  water  projects  and  $1 .8  million  to  fund  a  loan  reserve.  The  interest 
earnings  from  the  regional  water  trust  will  pay  the  costs  associated  with  the  bond  issue. 
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OTHER  APPROPRIATION  BILLS 

Although  a  large  majority  of  direct  appropriations  occur  in  the  general  appropriations  act  (HB  2),  other 
bills  may  also  contain  appropriations.  Figure  7  lists  all  bills  in  which  a  separate  appropriation  was 
made,  totaling  $130.6  million  general  fund  and  $593.4  million  for  all  funds.  The  list  does  not  include 
bills  that  either  establish  or  change  existing  statutory  appropriations.  Supplemental  appropriations  are 
not  included  and  are  discussed  later  in  this  section.  It  should  be  noted  that  the  $130.6  million  general 
fund  identified  actually  understates  the  general  fund  impact  of  these  bills  because  in  some  instances, 
money  is  transferred  from  the  general  fund  to  a  different  fund  account  before  it  is  appropriated. 
Transfers  are  discussed  later  in  this  Other  Budget  and  Fiscal  Actions  section. 

The  long-range  planning  bills  are  discussed  in  Volume  4,  Section  F  of  this  report.  HB  13  (State 
Employee  Pay  Plan)  is  discussed  on  page  93.  The  other  bills  are  discussed  in  the  narratives  of  the 
appropriate  agencies  in  either  Volume  3  or  Volume  4  of  the  2009  Biennium  Legislative  Fiscal  Report, 
and  a  short  description  of  these  bills  follows. 

HB  9  (special  session)  -  This  legislation  appropriates  to  the  Department  of  Revenue  $1,028,863  from 
the  general  fund  for  the  administration  of  the  $400  per  household  property  tax  refund  also  authorized  in 
this  bill. 

HB  26  -  This  legislation  transfers  the  Rail  Service  Competition  Council  from  the  Governor's  Office  to 
the  Department  of  Transportation  for  administrative  purposes,  expands  duties  of  the  council,  and 
appropriates  $50,000  general  fund  each  year  of  the  biennium. 

HB  49  -  This  bill  requires  the  legislature's  Local  Government  and  Education  Committee  to  study  local 
government  special  purpose  districts  and  appropriates  $20,000  general  fund  for  the  biennium  to  cover 
costs  of  the  study. 

HB  57  -  The  bill  appropriates  $70,000  each  year  of  the  biennium  to  the  Department  of  Public  Health 
and  Human  Services  for  the  purpose  of  purchasing  liability  and  property  damage  insurance  for  foster 
parents. 

HB  63  -  To  address  the  actuarial  soundness  of  the  teachers  retirement  system,  this  legislation  provides 
a  $50  million  general  fund  cash  infusion  to  the  teachers  retirement  system  (TRS),  increases  the 
employer  contribution  and  provides  that  the  state,  through  a  statutory  appropriation,  pay  the  cost  of  the 
this  supplemental  contribution.  It  also  appropriates  $2.3  million  total  funds  for  the  state  agencies  and 
the  university  system  to  pay  the  supplemental  contribution  costs  for  their  TRS  member  employees. 
See  further  discussion  on  retirement  plans  later  in  this  other  fiscal  actions  section. 

HB  90  -  This  bill  increases  the  debt  limit  of  the  municipal  finance  consolidation  act  by  $6  million  and 
appropriates  that  amount  from  the  capital  projects  fund  to  the  Department  of  Justice  for  the  purpose  of 
work  on  the  motor  vehicle  information  technology  system. 

HB  125  -  The  legislature  appropriates  from  the  general  fund  to  the  public  employees'  retirement  board 
$1.4  million  to  be  used  exclusively  for  repaying  the  loan  for  startup  costs  of  the  defined  contribution 
retirement  plan. 
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Other  Budget  or  Fiscal  Actions Other  Appropriations  Bills 

HB  131  -  This  legislation  phases-in  increases  to  the  employer  contribution  to  the  public  employees' 
retirement  system  (PERS)  and  the  sheriffs'  retirement  system  (SRS)  at  a  cost  of  $1 .5  million  total  funds 
for  the  2009  biennium.  The  bill  also  reduces  the  guaranteed  annual  benefit  adjustment  for  employees 
hired  after  July  1,  2007  from  3  percent  to  1.5  percent  for  the  PERS  plan,  the  SRS  plan,  and  the  game 
wardens  and  peace  officers'  retirement  plan.  These  actions  address  the  actuarial  soundness  of  these 
plans.  See  further  discussion  on  retirement  plans  later  in  this  other  fiscal  action  section. 

HB  155  -  The  legislature  appropriated  $260,000  state  special  revenue  (funds  transferred  from  the 
general  fund)  to  the  Department  of  Military  Affairs  to  fund  an  account  used  to  reimburse  Montana 
residents,  who  are  members  of  National  Guard,  reserve,  or  active  military  components  that  serve  in 
contingency  operation,  for  the  cost  of  group  life  insurance  premiums. 

HB  160  -  This  bill  provides,  through  a  combination  of  appropriations  ($1.3  million)  and  transfers 
($139,099)  from  the  general  fund,  for  the  repayment  of  moneys  diverted  in  past  years  from  land  trusts 
and  trust  beneficiaries. 

HB  195  -  The  legislature  appropriated  $317,960  general  fund  for  the  2009  biennium  to  the  Department 
of  Public  Health  and  Human  Services  to  provide  services  to  certain  developmental^  disabled 
individuals  who  have  graduated  from  high  school  but  have  not  turned  19  years  of  age  on  or  before 
September  10  in  the  school  year  or  years  following  graduation  and  who  are  qualified  to  receive 
developmental  disability  services  from  the  Department  of  Public  Health  and  Human  Services. 

HB284  -  The  bill  provides  that  the  Department  of  Fish,  Wildlife  and  Parks  may  enter  into  an  agreement 
with  the  Little  Shell  Chippewa  Tribe  that  would  authorize  the  tribe  to  renovate  a  building  at  the  Morony 
town  site  in  Giant  Springs  State  Park  and  use  the  building  for  offices,  interpretive  areas,  and  related 
cultural  and  recreational  activities.  The  bill  appropriates  $500  from  the  general  fund  to  the  department. 

HB  298  -  The  remainder  of  a  $650,000  loan  originally  appropriated  to  the  Department  of  Justice  in  the 
2003  session  is  reappropriated  in  this  bill  to  the  department  for  the  biennium  ending  June  30,  2009,  for 
the  purpose  of  conducting  natural  resource  damage  assessments  and  litigation  and  pursuing  the  state 
of  Montana's  natural  resource  damage  claims  and  any  appeals  through  the  natural  resource  damage 
program.  The  remaining  amount  is  about  $400,000  state  special  revenue  funds. 

HB  304  -  The  legislature  created  a  Water  Policy  Interim  Committee  and  appropriated  $100,000  general 
fund  for  its  work,  $50,000  to  the  interim  committee  completing  a  water  quantity  and  water  quality  policy 
analysis,  and  $50,000  to  the  Bureau  of  Mines  and  Geology  for  the  purpose  of  collecting  data  for  use  by 
the  committee. 

HB  364  -  The  legislature  created  a  Livestock  Loss  Reduction  and  Mitigation  Board,  the  purpose  of 
which  is  to  administer  the  programs  called  for  in  the  Montana  gray  wolf  management  plan  and  to 
minimize  losses  caused  by  wolves  to  livestock  producers  and  to  reimburse  livestock  producers  for 
livestock  losses  from  wolf  predation.  The  bill  appropriates  $120,000  general  fund  to  the  Department  of 
Livestock. 

HB  406  -  The  legislature  appropriated  $1.3  million  state  special  revenue  (moneys  transferred  from  the 
general  fund)  to  the  Department  of  Public  Health  and  Human  Services  for  allocation  to  community 
health  centers  for  primary  and  preventive  health  care  services. 
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HB  480  -  The  legislature  appropriated  $50,000  general  fund  to  the  Department  of  Commerce  in  the 
2009  biennium  to  be  awarded  to  the  Daly  mansion  preservation  trust  for  direct  maintenance  and 
restoration  of  the  Daly  mansion  and  grounds. 

HB  488  -  The  legislature  directs  the  Revenue  and  Transportation  Interim  Committee  to  study  the 
reevaluation  of  property  for  property  tax  purposes  and  provides  $50,000  general  fund  to  the  Legislative 
Services  Division  to  pay  the  expenses  of  the  study. 

HB  540  -  The  legislature  increased  the  maximum  monthly  benefit  from  $300  to  $350  for  beneficiaries  of 
silicosis  benefits  and  appropriated  $21 ,000  general  fund  each  year  of  the  2009  biennium. 

HB  574  -  This  bill  appropriates  $50,000  general  fund  to  the  Department  of  Commerce  for  the  2009 
biennium  for  grants  to  assist  in  the  restoration  and  renovation  of  historical  and  cultural  arts  centers 
impacted  by  a  disaster,  specifically  in  this  instance,  the  Rialto  Theatre  in  Deer  Lodge. 

HB  592  -  This  bill  appropriates  $10,000  state  special  revenue  to  the  Department  of  Transportation  for 
the  period  including  FY  2007  and  FY  2008  for  the  purpose  of  erecting  highway  signs  that  direct 
motorists  to  the  Montana  Veterans'  Memorial  in  Great  Falls. 

HB677  -  The  legislature  appropriated  $250,000  general  fund  to  the  Board  of  Crime  Control  in  the  2009 
biennium,  to  provide  grants  to  sustain  funding  for  existing  prevention  and  after-school  programs  for  at- 
risk  youth. 

HB  829  -  This  bill  provides  for  the  means  to  ratify  the  impending  water  rights  compact  among  the 
Blackfeet  Tribe,  the  State  of  Montana,  and  the  United  States,  by  creating  a  funding  mechanism 
(mitigation  account)  for  the  state's  costs  of  implementation  of  the  compact.  There  is  a  $15  million 
general  fund  transfer  to  the  account,  $10  million  of  which  is  to  be  held  in  escrow.  From  interest  and 
income  from  the  escrow  portion,  the  legislature  appropriates  up  to  $650,000  per  year  beginning  in  FY 
2007.  From  the  mitigation  account,  the  legislature  appropriates  $500,000  in  the  2009  biennium.  The 
remaining  $14.5  million  in  the  account  is  appropriated  contingent  on  the  ratification  by  all  parties. 

HB  831  -  The  legislature,  in  revising  water  laws  related  to  "closed  basins",  appropriated  $500,000 
general  fund  to  the  Montana  Bureau  of  Mines  and  Geology  for  the  2009  biennium  only,  to  conduct  a 
case  study,  in  coordination  with  the  Department  of  Natural  Resources  and  Conservation,  to  gather  and 
develop  data  to  determine  minimum  standards  and  criteria  for  hydrogeologic  assessments,  as  defined 
in  the  bill,  associated  with  ground  water  withdrawals  and  the  impacts  of  those  withdrawals  on  surface 
water  and  ground  water  resources. 
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ONE-TIME-ONLY  EXPENDITURES 

The  legislature  appropriated  almost  $500  million  in  one-time  expenditures.  This  is  an  extremely  high 
amount  for  one-time  proposals,  and  reflects  the  legislature's  adoption  of  the  Governor's 
recommendation  to  use  one-time  revenues  from  a  high  beginning  general  fund  balance  for  one-time 
purposes,  in  order  to  maintain  structural  balance  in  the  general  fund.  These  one-time  expenditures  are 
in  HB  2,  other  legislation,  and  transfers  as  noted  in  Figure  8.  The  following  details  each  of  the 
increases,  using  categories  developed  by  the  LFD. 


Figure  8 

One-Time  Only  Expenditures 

2009  Biennium 

(Millions) 

Biennial 

In 

HB2 

Fiscal  Rpt 

Expenditure  Description 

Amount 

HB2? 

Agency 

Page# 

Emereencv/Safetv/Securitv 

Interoperability  Communication 

2,622,424 

Yes 

Corrections 

D-64 

Fire  Fighting  Equipment 

1,000,000 

Yes 

DNRC 

C-135 

Other  Miscellaneous 

674,015 

Yes 

Various 

Economic  Development 

New  Worker  Training 

7,994,811 

Yes 

Commerce 

C-164 

Tribal  Economic  Development 

1,597,044 

Yes 

Commerce 

C-164 

Biomedical  Research  Grant 

2,000,000 

Yes 

Commerce 

C-166 

Other  Miscellaneous 

2,917,190 

Yes 

Commerce 

C-165 

Environmental  -  Access/Remediation/Enhancement 

Accelerated  Remediation 

2,000,000 

Yes 

DEQ 

C-67 

Blackfeet  Tnbe  Water  Rights 

15,000,000 

No 

DNRC 

— 

Miscellaneous  Environment  Related 

3,273,000 

Both 

Various 

— 

Noxious  Weeds 

5,000,000 

No 

Agriculture 

— 

Reduce  Taxes 

Property  Tax  $400  Rebate 

99,758,567 

No 

— 

— 

Water  Adjudication  Fee  Elimination 

25,000,000 

No 

— 

— 

Facilities  and  Maintenance 

Long-Range  Building  (HB  4) 

184,560,414 

No 

Various 

_ 

Other  Miscellaneous 

1,297,650 

Both 

— 

_ 

Human  Services  Related 

Low  Income  Energy  Assistance/Warm  Hearts  Warm  Homes 

1,600,000 

Yes 

DPHHS 

B-374 

Aging  Services 

3,000,000 

Yes 

DPHHS 

B-190 

CFSD  Targeted  Case  Management  Fund  Switch 

3,600,000 

Yes 

DPHHS 

B-47 

Behavoral  Inpatient  Health  Facility 

3,000,000 

Yes 

DPHHS 

B-212 

Child  Support  Deficit  Reduction  Act  Fund  Switch 

3,775,354 

Yes 

DPHHS 

B-61 

Family  Planning  Services 

1,072,046 

Yes 

DPHHS 

B-93 

Grants  to  County  Health  Boards 

1,574,928 

Yes 

DPHHS 

B-80 

Community  Health  Center  Support 

1,300,000 

No 

DPHHS 

— 

Other  Miscellaneous 

2,042,960 

Both 

DPHHS 

B-l 

Education  Related 

Gifted  and  Talented 

2,000,000 

Yes 

OPI 

E-22 

Indian  Ed  for  All  Payments/Tribal  History 

3,475,000 

Yes 

OPI 

E-22/B-12 

Improve  Transferability  (MUS) 

1,545,000 

Yes 

MUS 

E-86 

Non-Beneficiary  Assistance  Increase  (MUS) 

1,014,000 

Yes 

MUS 

E-124 

Equip/Tech/Workforce  Training  in  High  Demand  Areas  (MUS) 

3,500,000 

Yes 

MUS 

E-119 

Research  Agencies  Equipment 

1,000,000 

Yes 

MUS 

E-120 

Full-Time  Kindergarten  Start-Up 

10,000,000 

Yes 

OPI 

E-21 

Other  Miscellaneous 

3,530,000 

Both 

Various 

_ 

Fund.  etc.  Balances 

Cultural  and  Aesthetic  Grants 

1,500,000 

No 

_ 



Children's  Trust  Fund 

1,000,000 

No 

_ 

_ 

Repay  Land  Trusts  for  Prior  Diversion 

1,454,443 

No 

— 



Pensions 

Teachers  Retirement 

50,000,000 

No 

— 



Repay  Loan  for  Defined  Contribution  Plan 

1,400,000 

No 





Other  Maior 

Revenue  collection  related 

5,1S5,988 

Yes 

Revenue 

A-125 

State  employee  pay  plan  (OTO  portion,  only) 

3,075,000 

No 

_ 

_ 

FY  2007  Supplemental 

2,802,315 

No 

Various 



Various  Information  Technology 

2,831,081 

Yes 

Various 

Various  Equipment 

1,696,837 

Yes 

Various 

Litigation 

6,000,000 

Yes 

Justice/MDT 

D-4/A-93 

Meth  Watch 

1,000,000 

Yes 

Justice 

D-33 

Caseload  Transition  (Public  Defender) 

1,000,000 

Yes 

Public  Defender 

A-207 

Military  Family  Relief  Fund 

1,000,000 

No 

_ 



Juvenile  Re-Entry  Fund  Switch 

1,756,892 

Yes 

Corrections 

D-99 

DEQ  Business  Process  Improvement 

1,776,392 

Yes 

DEQ 

C-53 

All  Other 

3,922,607 

Both 

Various 

- 

Grand  Total 

489,095,958 
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Each  of  the  HB  2  increases  is  discussed  in  further  detail  in  the  appropriate  agency  narrative  in  Volumes 
3  and  4  of  the  2009  Legislative  Fiscal  Report,  as  referenced  in  the  far  right  column  in  the  above  figure. 
Others  are  discussed  in  the  relevant  sections  in  Volumes  3  and  4  (including  Long-Range  Planning), 
and  other  sections  of  this  volume  as  appropriate. 
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TOBACCO  SETTLEMENT  FUNDS 

Montana  receives  revenue  as  a  settling  party  to  a  master  settlement  agreement  (MSA)  with  four  original 
tobacco  companies  and  46  subsequent  companies  which  ended  a  four-year  legal  battle  that  included 
47  states  and  6  other  entities.  Currently,  Montana  is  eligible  for  two  types  of  payment:  1 )  on-going 
annual  payments  (to  be  received  April  15th);  and  2)  strategic  contribution  payments  (from  FY  2008 
through  FY  2017).  The  MSA  places  no  restrictions  on  how  states  are  to  spend  the  money. 

Revenue 

The  total  amount  of  tobacco  settlement  funds  available  to  Montana  may  be  affected  by  a  number  of 
adjustments.  The  three  most  important  are  the  adjustments  for  inflation,  volume  of  cigarettes  shipped 
nationally,  and  participating  manufacturers'  (PM)  loss  of  market  share.  Montana's  annual  share  will 
increase  by  a  minimum  amount  of  3  percent  or  more  if  inflation  is  greater  than  3  percent.  The  amount 
will  decrease  if  the  number  of  cigarettes  shipped  nationally  decreases  and  will  increase  if  the  number 
increases.  Proceeds  may  be  reduced  if  it  is  proven  that  PM  have  lost  market  shares  to  those 
manufacturers  who  do  not  participate  in  the  agreement  and  that  the  loss  was  significantly  due  to 
disadvantages  caused  by  the  MSA.  This  adjustment  does  not  apply  to  a  state  that  had  a  "qualifying 
statute"  in  effect  for  the  full  year  in  question  and  had  diligently  enforced  it.  Although  PM  have  lost 
market  shares,  there  is  disagreement  over  the  "qualifying  statute"  condition.  The  revenue  estimates 
shown  in  the  figure  below  include  the  market  share  loss  reductions;  not  because  all  the  conditions  have 
been  met,  but  because  the  PM  may  dispute  portions  of  their  payment.  The  result  is  that  a  portion  of  the 
money  becomes  unavailable  to  the  settling  entities  even  though  the  adjustments  were  not  officially 
applied  to  the  payments. 

The  figure  below  shows  the  revenue  Montana  has  received  through  FY  2006  and  amounts  expected  in 
FY  2007  and  the  2009  biennium,  as  contained  in  HJ  2.  The  increase  in  revenue,  due  to  larger 
payments  by  tobacco  companies  and  the  start  of  the  strategic  contribution  payments,  masks  the 
reduction  caused  by  the  anticipation  that  PM  will  withhold  a  portion  of  their  payments  in  FY  2007  and 
the  2009  biennium  until  the  cause  of  the  loss  of  market  share  is  proven. 


F 

igure  9 

Tobacco  Settlement  and  Tobacco  Trust 

Revenues  and  Distributions 

Tobacco  Settlement  Revenue  Allocations 

Tobacco  Trust  Interest  Earnings  Allocations 

Current 

Distribution  % 

11% 

40% 

State  Special 

Revenue 

100% 

90% 

10% 

100% 

32% 

17% 

Fiscal  Year 

General  Fund 

Trust  Fund 

Treat/Prevention 

CHIPS,  CHA 

Total 

State  Special 

Tobacco  Trust 

Total 

2000  Actual 

$34,804,411 

$0 

$0 

$0 

$34,804,411 

$0 

$0 

$0 

2001  Actual* 

15,989,101 

10,650,750 

0 

0 

26,639,851 

98,519 

71,172 

169,691 

2002  Actual 

18,647,411 

12,431,607 

0 

0 

31,079,018 

1,015,407 

22,212 

1,037,619 

2003  Actual 

18,699,611 

12,466,407 

0 

0 

31,166,018 

1,647,194 

160,832 

1,808,027 

2004  Actual** 

2,933,928 

10,668,829 

8,535,064 

4,534,252 

26,672,073 

2,402,846 

266,983 

2,669,829 

2005  Actual 

2,977,777 

10,828,281 

8,662,625 

4,602,020 

27,070,703 

2,882,103 

320,234 

3,202,336 

2006  Actual 

2,733,614 

9,940,413 

7,952,330 

4,224,676 

24,851,033 

3,048,774 

338,753 

3,387,527 

2007  Estimate 

2,821,940 

10,261,600 

8,209,280 

4,361,180 

25,654,000 

3,545,100 

393,900 

3,939,000 

2008  Estimate 

3,855,390 

14,019,600 

11,215,680 

5,958,330 

35,049,000 

4,110,300 

456,700 

4,567,000 

2009  Estimate 

3.995.530 

14.529.200 

11.623.360 

6.174.910 

36.323,000 

4.871.700 

541.300 

5.413.000 

Totals 

$107,458,713 

$105,796,688 

$56,198,339 

$29,855,368 

$299,309,108 

$23,621,942 

$2,572,086 

$26,194,028 

*  In  addition,  $1,143  general  fund  was 

recorded  as  prior  year  revenue. 

**  In  addition,  $22,189  of  interest  to  the  trust  was  recorded  as  prior  year  revenue. 
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Distribution 

In  FY  2000,  the  revenue  received  from  the  MSA  was  deposited  to  the  general  fund.  However,  due  to 
passage  of  Montana  Constitutional  Amendment  35  by  the  electorate  in  November  2000,  beginning  in 
January  2001,  the  legislature  is  required  to  dedicate  not  less  than  40  percent  of  tobacco  settlement 
money  to  a  permanent  tobacco  trust  fund.  Since  the  legislature  has  not  yet  specified  in  statute  the 
exact  percentage  to  be  distributed  to  the  tobacco  trust  fund,  the  revenue  estimates  assume  40  percent. 
From  July  2000  to  June  2003,  60  percent  of  the  money  was  deposited  into  the  general  fund.  Due  to 
passage  of  Initiative  146  by  the  electorate  in  November  2002,  beginning  July  2003,  32  percent  of  the 
total  tobacco  settlement  money  funds  tobacco  prevention/cessation  programs  and  17  percent  of  the 
total  funds  the  Children's  Health  Insurance  Program  and  programs  of  the  Comprehensive  Health 
Association  (CHA).  Senate  Bill  485  (17-6-606,  MCA)  enacted  by  the  2003  Legislature  allowed  the  32 
percent  allocation  to  be  used  for  human  service  programs  and  the  17  percent  allocation  to  be  used  to 
match  federal  Medicaid  money.  These  allowances  terminated  the  end  of  June  2005.  Money  from  both 
allocations  can  be  used  for  tobacco  disease  prevention  and  to  fund  the  Tobacco  Prevention  Advisory 
Board.  Money  not  appropriated  within  two  years  is  transferred  to  the  tobacco  trust  fund.  The  remaining 
1 1  percent  of  the  MSA  money  is  deposited  to  the  general  fund.  Senate  Bill  485  authorized  the  transfer 
of  $5,831,360  in  FY  2004  and  $6,057,600  in  FY  2005  from  the  account  receiving  the  32  percent 
allocation  to  a  newly  created  prevention  and  stabilization  state  special  revenue  account.  Figure  1  also 
shows  actual  settlement  amounts  distributed  to  the  general  fund,  tobacco  trust  fund,  and  state  special 
revenue  accounts  through  FY  2006  and  the  amounts  estimated  to  be  distributed  in  FY  2007-2009. 

Tobacco  Settlement  Trust  Fund 

As  stipulated  in  the  Montana  Constitution,  interest  earnings  from  the  tobacco  settlement  trust  fund  are 
to  be  distributed: 

o    90  percent  for  appropriation  by  the  legislature  for  disease  prevention  programs  and  state 
programs  providing  benefits,  services,  or  coverage  related  to  the  health  care  needs  of  the 
people  of  Montana 
o     1 0  percent  to  the  tobacco  trust 

Figure  9  shows  these  actual  and  estimated  amounts. 


The  tobacco  trust  fund  began 
receiving  deposits  of  settlement 
proceeds  and  interest  earnings  in  FY 
2001.  Figure  10  shows  the  fiscal 
year  end  fund  balances  through  FY 
2006  and  the  balances  estimated  by 
the  legislature  for  FY  2007  and  the 
2009  biennium.  Money  in  the 
tobacco  trust  fund  can  be  spent  if 
approved  by  2/3  of  each  house  of  the 
legislature.  Appropriations      of 

principal,  income,  or  interest  from  the 
trust  fund  cannot  be  used  to  replace 
state  or  federal  money  that  supports 
tobacco  disease  prevention  programs 
that  existed  on  December  31,  1999. 


Figure  10 


Tobacco  Trust  Fund  Balance 


■  Actual  □  Estimate 


5'iw.' 


S682 


2001   2002   2003   2004   2005   2006   2007   2008   2009 
Fiscal  Year 
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2007  BIENNIUM  SUPPLEMENTAL  APPROPRIATIONS 

Supplemental  appropriations  are  used  to  increase  existing  spending  authority  for  a  fiscal  year.  The 
supplemental  appropriations  are  for  additional  funding  applicable  to  the  current  year,  FY  2007.  The 
original  budget  for  FY  2007  was  approved  by  the  2005  Legislature.    Figure  1 1  shows  supplemental 

appropriations  since  the  1987  biennium. 

Figure  12  provides  detail  on  the  2009  biennium  supplemental 
appropriations.  As  shown,  funds  were  provided  for  a  number  of 
agencies  and  the  level  of  supplemental  appropriations  approved  is 
highest  in  the  last  1 1  biennia. 

Supplemental  Appropriations 

The  following  briefly  discusses  each  appropriation. 


Figure  1 1 

General  Fund  Supplemental 

1987  to  2007  Biennium 

Biennium 

Millions 

1987 

$32.7 

1989 

17.1 

1991 

20.4 

1993 

82.2 

1995 

19.9 

1997 

14.2 

1999 

11.5 

2001 

68.2 

2003 

12.5 

2005 

12.7 

2007 

83.3 

Department  of  Corrections 

The  Department  of  Corrections  received  a 
$28.7  million  supplemental  due  to 
population  increases  greater  than  the  level 
funded  included  in  the  2007  biennium 
budget,  the  addition  of  new  programs, 
increased  per  diem  rates  for  providers,  and 
other  costs  drivers. 


Department    of    Public 
and  Human  Services 


Health 


A  total  of  $1 1 .0  million  was  provided  for  the 
Department  of  Public  Health  and  Human 
Services  (DPHHS)  for  the  following 
purposes: 


1.  Montana  State  Hospital  additional  staff 
due  to  population  increases  and 
increased  salaries  -  $4.7  million; 

2.  Change  in  the  percentage  of  Medicaid 
costs  paid  for  by  the  federal  government  -  $8.1  million; 

3.  Other  federal  fund  shifts  (deficit  reduction  act)  -  $0.9  million; 

4.  Overtime  and  administrative  leave  at  the  Montana  Development  Center  -  $1 .6  million; 


Figure  12 

Supplemental  Appropriations 

2007  Biennium 

Agency/Program 

General  Fund 

Dther  Funds 

Corrections 

Various  costs  increases 

$28,275,547 

$375,000 

Public  Health  and  Human  Service 

Montana  State  Hospital  populations/ 

11,000,000 

FMAP/ Admin  leave 

Judiciary 

FY  2006  Public  Defender  Costs 

2,500,000 

Office  of  the  Public  Defender 

FY  2007  Public  Defender  Costs 

5,363,042 

Office  of  Public  Instruction 

Tuition  for  State-Placed  Students 

200,000 

Transportation  Aid 

380,000 

Revenue 

Business  Equipment  Rate  Reduction 

2,802,315 

Reimbursement 

Justice 

Major  Litigation/Debt  Service 

400,000 

Public  Defender  Settlement 

375,000 

School  Lawsuit 

499,732 

Livestock 

Meat  Inspection 

97,534 

Transportation 

Motor  Pool  Subsidy 

1,330,000 

Natural  Resources  and  Conservation 

Fires  Costs* 

30,062,271 

Total 

$83,285,441 

$375,000 

*S5,062,271  of  this  total  was  appropriated  in  HB  10  to  allow  for  immediate 

utilization.  The  remainder  was  appropriated  in 

HB3. 
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5.  Additional  child  protective  staff  -  $0.3  million; 

6.  Caseload  reductions  -  ($4.2  million);  and 

7.  Public  health  emergency  and  reduced  administrative  expenses  -  net  ($0.4  million) 

Judiciary/Office  of  the  Public  Defender 

The  state  is  responsible  for  the  provision  of  legal  services  to  indigent  persons.  In  FY  2007  these  duties 
were  expanded  to  include  Courts  of  Limited  Jurisdiction,  formerly  funded  by  local  governments,  and 
transferred  to  a  new  Office  of  the  Public  Defender.  Both  the  Judiciary  in  FY  2006,  when  it  was  still 
responsible  for  these  costs,  and  the  Office  of  the  Public  Defender  in  FY  2007  received  additional 
authority  for  costs  in  excess  of  the  appropriation. 

The  Judiciary  transferred  $2.5  million  from  FY  2007  to  FY  2006  in  March,  2006  for  costs  in  excess  of 
the  appropriation  and  seeks  replacement  of  these  funds  in  FY  2007. 

The  Office  of  the  Public  Defender  received  $5.4  million  for  both  additional  FY  2007  costs,  and  to 
replace  funds  transferred  from  FY  2007  to  FY  2006  for  additional  start-up  costs. 

Office  of  Public  Instruction 

The  Office  of  Public  Instruction  received  funding  for  two  purposes: 

1 .  $380,000  general  fund  for  transportation  in  FY  2007.  The  original  appropriation  for  FY  2006  and  FY 
2007  totaled  $24.38  million,  and  the  2005  Special  Session  funded  a  rate  change  for  individual 
contracts  that  added  $130,000  for  a  total  of  $24.51  million.  Because  of  higher  than  anticipated 
miles  traveled,  the  total  appropriation  was  increased  to  $24.89  million,  an  increase  of  $380,000. 

2.  $270,138  general  fund  for  state  tuition  payments  for  students  placed  in  state-licensed  group  homes 
and  foster  care  by  state  agencies  (DPHHS)  and  courts.  (MCA  20-5-324).  Costs  are  expected  to 
total  $606,138,  or  $270,138  more  than  the  appropriation,  due  to  a  higher  than  anticipated  number  of 
students  placed. 

Department  of  Revenue 

The  Department  of  Revenue  received  funding  to  provide  reimbursement  of  class  8  business  equipment 
tax  rate  reductions  to  local  governments  in  accordance  with  15-1-112,  MCA.  The  funding  addresses  an 
audit  recommendation  to  record  gross  tax  revenues  for  40  mill  state  equalization  aid  levy  and 
reimbursements  to  local  governments  as  an  expenditure  instead  of  the  past  practice  of  only  recording 
net  revenues  after  local  government  reimbursements  were  netted  from  the  40  mill  state  equalization  aid 
levy. 

Department  of  Justice 

The  department  received  additional  funding  in  FY  2007  for  three  purposes: 

1.  Additional  major  litigation  costs  of  $400,000  general  fund.  The  department  receives  a  biennial 
appropriation  for  costs  of  major  litigation  undertaken  by  the  Attorney  General  on  behalf  of  the  state. 
This  appropriation  will  be  exceeded  in  the  2007  biennium. 

2.  Legal  fees  of  the  American  Civil  Liberties  Union  (ACLU)  as  part  of  the  negotiated  settlement  for  the 
public  defender  lawsuit.  Prior  to  the  2005  legislative  session  the  ACLU  had  suspended  legal  action 
against  the  state  for  failure  to  provide  consistent  and  adequate  legal  services  to  indigent  persons 
pending  action  by  the  legislature.  The  legislature  created  the  Office  of  the  Public  Defender. 

3.  Funding  for  costs  associated  with  the  school  funding  lawsuit. 


Legislative  Fiscal  Report  2009  Biennium  115  Legislative  Fiscal  Division 


Other  Budget  Or  Fiscal  Actions 


2007  Biennium  Supplemental  Appropriations 


Department  of  Livestock 

The  legislature  provided  general  fund  to  pay  a  larger  portion  of  the  cost  of  meat  inspectors  in  the 
Department  of  Livestock  due  to  declining  federal  participation.  The  department  also  received  additional 
funding  in  the  2005  biennium  for  this  purpose  from  one-time  federal  funds,  but  no  additional  funding 
was  requested  of  the  2005  Legislature. 

Department  of  Transportation 

General  fund  was  added  to  provide  contributed  capital  to  the  state  motor  pool  proprietary  account  for 
operating  losses  suffered  in  FY  2006  due  to  higher  than  anticipated  fuel  prices.  The  motor  pool  is 
funded  through  charges  to  agencies  for  long-term  lease  and  short-term  rental  of  state  vehicles,  and 
pays  all  fuel  costs.  The  maximum  rate  than  can  be  charged  agencies  is  set  by  the  legislature  in  HB  2. 

Department  of  Natural  Resources  and  Conservation  -  Fire  Costs 

Montana  does  not  appropriate  funds  for  future  fire  costs. 
Instead,  any  costs  incurred  by  state  government  (the 
Department  of  Natural  Resources  and  Conservation  and  the 
Department  of  Military  Affairs)  are  paid  by  the  agencies  as 
they  become  due,  and  the  legislature  then  provides  a 
supplemental  appropriation  to  both  pay  all  outstanding 
claims  and  to  reimburse  the  agency[s]  for  any  costs  already 
paid  that  are  the  responsibility  of  the  state.  Consequently, 
each  legislative  session  the  legislature  is  asked  to  provide  a 
supplemental  appropriation  to  pay  for  all  state  costs  of 
fighting  fires  in  the  current  biennium.  Figure  13  shows  fire 
supplemental  costs  since  the  1983  biennium. 

Montana  had  a  severe  fire  season  in  FY  2006,  coupled  with 

declining  federal  participation  and  generally  increasing  costs  of  fighting  individual  fires. 


Figure  13 

Supplemental  Appropriations  for  Fire  Suppression 

1983  to  2007  Biennium 

Supplemental 

Statutory 

Biennium 

Appropriation 

Appropriations 

Total 

1983 

$0.80 

$0.00 

$0.80 

1985 

2.90 

0.00 

2.90 

1987 

3.74 

0.00 

3.74 

1989 

12.64 

0.00 

12.64 

1991 

3.00 

0.50 

3.50 

1993 

7.94 

1.96 

9.90 

1995 

15.50 

8.92 

24.42 

1997 

4.47 

3.10 

7.57 

1999 

10.55 

0.00 

10.55 

2001 

33.22 

6.20 

39.42 

2003 

9.07 

7.01 

16.08 

2005 

0.00 

0.00 

0.00 

2007 

$30.06 

$13.69 

$43.75 
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FUND  BALANCE  ADEQUACY/RESERVES 

Montana  has  bounced  back  from  the  severe  revenue  shortfalls  that  began  in  FY  2002  and  continued 
into  early  FY  2004.  Revenue  projections  through  the  2009  biennium  adopted  by  the  Revenue  and 
Transportation  Interim  Committee  and  the  significant  projected  ending  fund  balances  for  the  2007  and 
2009  biennia  are  proof  of  the  turnaround  and  provided  for  a  dramatic  debate  about  how  the  balances 
should  be  spent.  In  addition,  much  of  the  projected  balance  can  be  characterized  as  "one-time" 
revenues  that,  if  the  budget  is  structurally  balanced,  should  not  be  spent  for  on-going  programs.  Rather 
than  cutting  budgets  as  was  the  case  just  a  couple  of  sessions  before,  the  legislature  was  in  a 
seemingly  unusual  position  of  arguing  about  the  benefits  or  woes  of  additional  spending  versus  giving 
money  back  to  the  taxpayers  in  rebates  or  permanent  tax  relief.  At  the  heart  of  the  debate  was  the 
issue  of  long-term  sustainability  of  the  revenues.  What  would  it  take  to  maintain  budget  stability? 

Attaining  general  fund  budget  stability  means  more  than  setting  appropriations  equal  to  anticipated 
revenues,  with  a  positive  ending  fund  balance  serving  as  a  safety  net.  The  adequacy  of  the  state 
general  fund  balance  can  signify  the  difference  between  whether  or  not  the  state  is  forced  to  confront 
the  unpleasant  consequences  of  fiscal  instability. 

Background 

Montanans  are  all  too  familiar  with  the  consequences  of  general  fund  balance  inadequacy.  In  the  late 
1980's  and  early  1990's,  the  state  general  fund  experienced  a  chronic  deficit  between  revenues  and 
disbursements.  Much  of  the  growth  in  the  disbursement  rate  is  a  result  of  natural  growth  in 
expenditures  due  to  inflation  and/or  caseload  and  enrollment  increases,  as  well  as  supplemental 
spending  for  such  contingencies  as  fire  suppression.  Revenue  growth  in  the  state  has  not  always  kept 
pace  with  expenditure  growth.  During  the  2003  biennium,  actual  revenue  growth  was  well  below 
forecasts,  primarily  because  of  reduced  income  tax  collection  and  lower  interest  rates,  largely  due  to 
circumstances  that  could  not  be  predicted  when  the  2003  biennium  budget  was  being  approved.  The 
legislature  adjourned  from  the  2001  regular  session  with  a  projected  2003  biennium  general  fund 
ending  balance  of  $54  million  (2.3  percent  of  biennial  appropriations).  By  the  end  of  the  first  fiscal  year, 
revenue  collections  for  the  biennium  were  $153  million  below  legislative  estimates.  Even  after  the 
Governor  directed  statutory  spending  reductions  of  $23  million,  a  special  session  was  necessary  to 
achieve  an  acceptable  ending  fund  balance  reserve  through  an  additional  $59  million  in  budget 
balancing  actions.  Revenues  still  remained  unstable  as  the  Fifty-eighth  Legislature  imposed  additional 
reductions  as  it  shaped  the  2005  biennium  budget,  ending  the  session  with  a  projected  fund  balance  of 
$46.2  million  or  1.7  percent.  As  we  are  now  aware,  revenue  collections  are  running  well  ahead  of 
estimates  for  2007,  and  the  2007  legislature  convened  in  January  with  an  unprecedented  level  of 
general  fund  resources  as  it  prepared  to  craft  the  2009  biennium  budget. 

Recognizing  that  budgetary  imbalances  and  revenue  swings  can  occur,  the  state  can  either  take  a 
reactive  or  a  proactive  approach.  During  the  1993  and  1995  biennia,  the  state  held  three  special 
legislative  sessions  to  deal  with  budget  shortfalls.  Another  occurred  in  August  of  2002.  Although 
special  sessions  allow  lawmakers  the  ability  to  address  issues  relative  to  revenues  and  expenditures, 
special  sessions  can  cost  the  taxpayers  more  than  $50,000  per  day.  The  need  for  special  sessions  is 
also  closely  scrutinized  by  the  national  agencies  that  rate  the  state's  debt.  Rating  agencies  also  use  a 
state's  general  fund  balance  as  a  percent  of  revenues  as  one  of  the  key  financial  indicators  for  credit 
analysis. 
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Again  from  a  reactive  stance,  budgetary  fluctuation  can  be  temporarily  resolved  through  spending 
reductions.  In  accordance  with  17-7-140,  MCA,  the  Governor  can  authorize  spending  reductions:  "...in 
an  amount  that  ensures  that  the  projected  ending  general  fund  balance  for  the  biennium  will  be  at  least 
1  percent  of  all  general  fund  appropriations  during  the  biennium."  Essentially,  the  executive  branch 
assumes  control  of  the  budget  decision-making  process  by  implementing  and  prioritizing  spending 
reductions.  Further,  budgetary  imbalances  can  be  addressed  only  from  one  side  of  the  equation  - 
expenditures.  This  means  that  legislative  priorities  could  potentially  get  lost  in  the  process. 

Because  of  the  cost  and  disadvantages  of  taking  a  reactive  approach  to  budget  imbalances,  a  more 
effective  method  may  be  to  approach  these  issues  proactively  through  provision  of  adequate  fund 
balance  reserves.  National  fiscal  experts  such  as  the  National  Conference  of  State  Legislatures 
(NCSL)  recommend  a  reserve  fund  balance  of  3  to  5  percent  of  total  appropriations  or  revenues. 
Because  Montana's  budget  is  implemented  on  a  biennial  basis  —  resulting  in  considerably  more  risk 
than  an  annual  budgeting  process  -  the  3  to  5  percent  should  be  applied  to  biennial  totals.  For 
Montana,  with  projected  total  general  fund  revenues  of  $3.6  billion,  a  minimum  3  percent  reserve 
equates  to  a  $108.0  million  ending  fund  balance.  The  revenue  volatility  of  recent  years  might  suggest 
that  an  even  higher  reserve  would  be  more  prudent. 

The  provision  of  an  adequate  general  fund  balance  is  essential  to  achieving  a  sound  financial 
foundation.  The  level  of  fund  balance  reserves  must  be  sufficient  to  offset  the  volatility  of  revenues  and 
the  potential  for  unforeseen  expenditure  increases,  both  of  which  are  prevalent  in  recent  years  and  in 
current  budget  proposals.  It  is  even  more  important  since  Montana  is  one  of  only  three  states  that  do 
not  have  a  rainy  day  fund  provision  (although  the  legislature  had  a  "rainy  day"  bill  in  SB  137  to  consider 
during  the  regular  session). 

2007  Legislative  Sessions  (Regular  and  Special  Session) 

The  2007  Legislature  ended  the  regular  and  subsequent  May  special  session  with  an  ending  fund 
balance  of  approximately  $183.8  million.  The  ending  fund  balance  exceeds  the  executive  proposal  of  a 
$100  million  reserve  and  has  been  characterized  by  the  Governor  as  a  "savings  account'.  However,  a 
"rainy  day"  bill  that  was  proposed  in  SB  137  and  supported  by  the  Governor  was  not  passed  by  the 
legislature. 
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PENSION  PLANS  -  UNFUNDED  LIABILITIES 

One  of  the  major  challenges  facing  the  Sixtieth  Legislature  was  the  need  to  address  the  condition  of 
certain  public  employee  retirement  plans.  The  four  plans  with  unfunded  actuarial  accrued  liabilities 
(UAAL)  entering  the  2007  legislative  session  were  the: 

o     Public  Employees'  Retirement  System  (PERS) 

o     Sheriffs'  Retirement  System  (SRS) 

o    Game  Wardens'  and  Peace  Officers'  Retirement  System  (GWPORS) 

o    Teachers'  Retirement  System  (TRS) 

The  Montana  Constitution  requires  that  public  retirement  plans  be  "actuarially  sound"  and  statute 
requires  that  the  plans  with  unfunded  liabilities  have  the  ability  to  amortize  their  unfunded  liability  within 
a  30-year  period.  The  reported  UAAL  for  the  four  plans  was  $1.3  billion  as  of  June  30,  2006,  and  an 
adjustment  of  about  $600  million,  by  cash  transfer,  contribution  increases,  or  modification  of  future 
benefits,  was  required  to  make  these  plans  actuarially  sound.  The  legislature  approved  solutions  that 
significantly  improved  the  actuarial  condition  of  the  four  retirement  plans,  solutions  that  are  further 
described  in  the  sections  that  follow. 

Public  Employees  Retirement  System  Plans 

Three  (PERS,  SRS,  and  GWPORS)  of  eight  defined  benefit  plans  administered  by  the  Public 
Employees'  Retirement  Board  (PERB)  required  action.  The  legislature  enacted  House  Bill  131  to 
address  the  shortfalls  of  these  three  plans  in  two  ways.  First,  for  PERS  and  SRS,  the  bill  phases  in 
employer  contribution  rate  increases: 

o  For  PERS,  0.135  percent  beginning  July  1,  2007  and  0.27  percent  beginning  July  1,  2009, 
effectively  increasing  the  employer  rate  from  6.9  percent  to  7.035  percent  for  the  biennium 
beginning  July  1,  2007,  and  to  7.17  percent  beginning  July  1,  2009.  This  same  increase  is 
applied  for  the  PERS  members  of  the  defined  contribution  plan  also,  to  help  amortize  past 
liabilities, 
o  For  SRS,  0.29  percent  beginning  July  1,  2007  and  0.58  percent  beginning  July  1,  2009, 
effectively  increasing  the  employer  rate  from  9.535  percent  to  9.825  percent  for  the  biennium 
beginning  July  1,  2007,  and  to  10.115  percent  beginning  July  1,  2009. 

The  rate  will  stay  at  that  level  until  it  is  determined  that  the  increased  contribution  is  no  longer  needed, 
based  on  a  determination  in  some  future  actuarial  valuation  that  the  amortization  period  is  less  than  25 
years.  The  cost  of  the  employer  contribution  rate  increases  for  PERS  member  employees  of  school 
districts  is  being  paid  from  state  funds  directly  to  the  PERS  trust  fund  to  cover  those  costs. 

Second,  the  bill  provides  that  the  guaranteed  annual  benefit  adjustment  (GABA),  which  for  current 
members  of  the  three  retirement  plans  is  3  percent,  will  be  reduced  to  1.5  percent  for  future  new  hires, 
specifically  persons  hired  on  or  after  July  1,  2007.  This  modification  to  future  benefits  does  not  have  a 
direct  fiscal  impact  but  rather  allows  change  to  assumptions  that  determine  the  actuarial  condition  in  the 
long-term  assessment  of  each  plan. 

These  two  changes  only  affect  the  three  plans.  The  other  five  defined  benefit  plans  administered  by 
the  PERB  were  not  affected  by  these  changes.  Figure  14  shows  the  impacts  of  legislative  action,  both 
actuarially  by  showing  the  change  in  the  amortization  period,  and  fiscally  by  showing  the  direct  costs  of 
the  solutions  for  state  and  local  government. 
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Figure  14 

Public  Employee  Retirement  Plans 

Pension  Fund  -  Unfunded  Liability 

Impact  of  Legislative  Action  -  HB  1 3 1 <a)  on  June  30,  2006  Valuatior 

Amnrfijatinn  PerinH                                                            Estimated  Costs  ofHB  131  Solutions 

6/30/06          Estimate  after 

Plan 

Valuation      Legislative  Action 

Funding  Source                FY  2008 

FY  2009 

FY  2010 

FY  2011 

PERS 

°"                 30.2  years 

State  GF         $481,952 

$502,582 

$1,050,396 

$1,097,663 

Other  State  Funds           429,356 

443,461 

926,833 

968,541 

Other  U-System  Funds'"             79,830 

84,647 

179,966 

188,064 

Local  Funds           394,591 

411,360 

1,020,157 

1,063,513 

SRS 

(b|                  30.6  years 

State  GF               3,824 

3,980 

8,319 

8,693 

Other  State  Funds               2,326 

2,420 

5,056 

5,283 

Local  Funds            104,056 

109,779 

231,634 

244,373 

GWPORS 

3 1.4  years            13.4  years 

n/a                      0 

0 

0 

0 

Totals      $1,495,935 
rease  and  the  GABA  reduction  for  new  hires. 

$1,558,229 

$3,422,361 

$3,576,130 

Notes: (at  Action  being  the  employer  rate  inc 

Cannot  be  amortized 

(c>  Non-appropriated  university  system  funds 

Teachers'  Retirement  System 

The  legislature  enacted  House  Bill  63  to  address  the  unfunded  liability  of  TRS.  The  bill  makes  a  few 
key  changes.  First,  the  bill,  in  effect,  increases  the  employer  contribution  on  behalf  of  TRS  members  by 
2.0  percent  beginning  July  1,  2007  and  by  2.38  percent  beginning  July  1,  2009.  However,  these 
changes  are  handled  in  a  couple  of  different  ways: 

o  For  TRS  members  that  are  employees  of  school  districts  or  community  colleges,  the  cost  of  the 
increase  is  paid  from  state  dollars  directly  to  the  TRS  trust  fund.  School  districts  and  community 
colleges  do  not  pay  for  the  increase,  the  intent  being  to  avoid  local  tax  increases  to  pay  for  the 
increased  cost  of  retirement  contributions, 
o  For  all  other  TRS  members  (those  employed  by  state  agencies  or  the  university  system),  the 
increased  cost  of  employer  contributions  are  paid  by  the  employer  in  the  same  manner  as 
always,  through  the  payroll  system  as  a  direct  cost  of  the  employer.  The  bill  does  include  an 
appropriation  to  cover  the  increased  costs  of  each  agency. 

There  is  also  an  employer  contribution  rate  increase  of  0.68  percent  applied  for  employees  participating 
in  the  university  system  Optional  Retirement  Program  (ORP)  with  the  increase  required  to  amortize 
past  liability  of  university  system  members. 

Secondly,  the  legislature  approved  a  $50  million  appropriation  to  the  TRS  trust  fund  as  a  cash  infusion 
to  directly  increase  the  assets  of  the  pension  fund. 

Third,  the  bill  made  some  changes  to  the  TRS  statutes  to  close  some  "loopholes"  in  the  law  that 
allowed  for  some  "gaming"  of  the  system  that  can  result  in  increased  liabilities. 
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Figure  15  shows  the  impact  of  HB  63,  actuarially  and  fiscally. 


Plan 


TRS 


Figure  15 

Teachers'  Retirement  System 

Pension  Fund  -  Unfunded  Liability 

Impact  of  Legislative  Action  -  HB  63(a)  on  June  30,  2006  Valuation 


Amortization  Period  Change 
6/30/06  Estimate  after 

Valuation      Legislative  Action 


Estimated  Costs  of  HB  63  Solutions 


33.2 


State  and  Local  Cost      FY  2007 


FY  2008         FY  2009         FY  2010         FY  2011 


StateGF  $50,000,000   $13,227,624  $13,754,178  $16,943,070  $17,647,537 

Other  State  Funds  0  35,607  36,785  45,525  47,345 

Local  Funds  0  0  0  0  0 


Notes:  '"  Action  being  the  employer  rate  increase  and  $50  million  GF  cash  infusion 
Cannot  be  amortized 


Other  legislation 

Besides  "housekeeping"  bills  for  PERS  (HB  129)  and  TRS  (HB  81),  a  few  other  notable  bills  were 
enacted  by  the  2007  Legislature: 

o  HB  95  increases  the  employer's  retirement  contribution  by  1  percent  for  employees  participating 
in  the  Optional  Retirement  Program  (ORP),  a  defined  contribution  plan  administered  by  the 
Board  of  Regents  and  available  to  academic  and  professional  administrative  personnel  in  the 
university  system.  The  1  percent  increase  is  applied  to  each  participant's  earned 
compensation.  The  increase  is  paid  by  a  statutory  appropriation  from  the  general  fund,  and 
estimated  to  cost  $1.1  million  in  FY  2008  and  $1 .2  million  in  FY  2009. 

o  HB  125  appropriates  $1.4  million  general  fund  to  the  public  employees'  retirement  board  to  pay 
off  the  startup  costs  of  the  defined  contribution  retirement  plan. 

o  HB  771  provides  for  annual  actuarial  valuations  of  retirement  plans  instead  of  the  current 
biennial  requirement.  Additional  valuations  prepared  for  PERB  administered  plans  would  cost 
an  additional  $65,000  in  the  2009  biennium  from  PERB  administrative  funds. 

o  HJ  59  calls  for  a  study  of  the  retirement  systems  by  an  interim  committee  which  is  to  include  the 
production  of  a  legislator's  guide  on  the  topic  of  the  retirement  plans.  As  a  study  resolution,  the 
implementation  of  this  resolution  will  depend  upon  the  prioritization  of  the  many  study 
resolutions  passed  by  this  legislature. 

o  SB  532  entitles  new  members  to  join  the  Firefighter's  United  Retirement  System  (FURS)  that 
are  currently  in  the  Public  Employees  Retirement  System  (PERS).  It  also  allows  members  to 
return  to  service  after  retirement  for  a  limited  number  of  hours  but  there  was  not  a  study  of  the 
fiscal  impact  for  this  provision.  There  is  a  general  fund  impact  of  about  $1  million  per  year. 
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STATUTORY  APPROPRIATIONS 

General  Fund 

Statutory  appropriations  are  a  special  kind  of  legislative  appropriation.  Unlike  temporary  appropriations 
that  expire  in  two  years  (such  as  those  in  the  general  appropriations  act),  statutory  appropriations  are, 
as  their  name  suggests,  in  statute  and  are  not  part  of  the  biennial  budgeting  process.  As  such,  they  are 
not  automatically  reviewed  by  the  legislature  and  are  not  subject  to  the  priority  setting  process  like 
temporary  appropriations  (such  as  those  in  HB  2).  Since  the  appropriations  are  in  statute,  they  remain 
in  place  until  removed  or  changed  by  legislation.  Since  these  appropriations  tend  to  be  "forgotten",  the 
legislature  has  made  various  attempts  to  not  lose  sight  of  them.  In  1985,  Representative  Bardanouve 
sponsored  legislation  that  required  all  valid  statutory  appropriations  to  be  contained  in  a  list  in  17-7-502, 
MCA.  That  list  provides  statutory  citations  for  each  statutory  appropriation.  Although  there  are 
currently  97  sections  listed,  some  sections  have  multiple  statutory  appropriations  and  each 
appropriation  listed  in  statute  could  have  multiple  appropriations  established  on  the  state  accounting 
system.  Of  these,  27  sections  statutorily  appropriate  general  fund.  In  1993,  Senator  Grosfield 
successfully  sponsored  legislation  (SB  378)  that  required  a  review  of  all  statutory  appropriations  every 
two  years  by  the  Legislative  Finance  Committee.  This  requirement  was  removed  by  the  2001 
legislature.  Statutory  appropriations  are  intended  for  only  limited  situations,  and  guidelines  for  the 
appropriateness  for  establishing  them  are  specified  in  17-1-508,  MCA. 


Figure  16 


General  Fund  Statutory  Appropriations 


I  GF  Statutory  Appropriations  — •—  Percent  of  Total  Disbursements 
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The  significance  of  statutory 
appropriations  lies  not  in  the 
number  of  them,  but  rather  in  the 
amount  of  money  authorized  to 
be  spent  and  whether  the 
authorizations  still  reflect  the 
priorities  of  the  current 
legislature.  All  statutory 
appropriations  are  available  for 
the  legislature  to  review, 
prioritize,  and  change  if  desired. 
Figure  16  on  the  left  illustrates 
the  amount  of  general  fund 
spent  through  statutory 
appropriations  from  FY  1997 
through  FY  2006  and  estimated 
amounts  from  FY  2007  through 
FY  2009.  From  FY  1997  through  FY  2006,  general  fund  expenditures  from  statutory  appropriations 
increased  $91.4  million  and,  in  FY  2006,  comprised  8  percent  of  all  general  fund  disbursements.  For 
the  2009  biennium,  $432.1  million  general  fund  is  expected  to  be  spent  with  statutory  appropriations. 
The  increase  in  FY  2001  is  largely  due  to  payment  of  wildfire  costs  incurred  during  the  summer  of  2000. 
The  initiation  of  the  county  entitlement  program  in  FY  2002  (enacted  by  HB  124  in  the  2001  session) 
accounts  for  most  of  the  large  increase  shown  for  that  year.  The  large  increase  in  FY  2008  is  due  to 
the  enactment  of  HB  9  by  the  2007  Legislature  which  provides  for  a  $400  rebate  to  taxpayers  for  a  total 
cost  of  $98.7  million. 
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The  2007  Legislature  enacted  nine  laws  that  increase  the  amount  of  general  fund  that  is  statutorily 
appropriated  in  the  2009  biennium  by  $134.5  million.  These  laws  affect  the  appropriations  by:  1) 
creating  new  statutory  appropriations;  2)  eliminating  existing  statutory  appropriations;  or  3)  changing 
amounts  appropriated  from  existing  statutory  appropriations. 

HB  9  (special  session)  provides  a  rebate  up  to  $400  to  qualified  Montana  homeowners  on  their  primary 
residence  in  which  they  resided  at  least  7  months  during  2006.  Homeowners  are  eligible  for  the  full 
$400  if  they  paid  at  least  $400  in  property  taxes  in  tax  years  2004,  2005  and  2006.  Homeowners  are 
eligible  for  the  actual  amount  of  property  taxes  paid  in  these  three  years  if  the  total  is  less  than  $400. 
The  fiscal  note  states  that  there  are  254,458  households  qualifying  for  the  full  $400  rebate  of  which  97 
percent  will  claim  the  rebate  for  a  cost  of  $98,729,704.  This  legislation  also  provides  a  new  general 
fund  statutory  appropriation  in  FY  2008  to  the  Department  of  Revenue  to  make  the  payments.  This 
legislation  is  effective  on  passage  and  approval. 

HB  12  enacts  a  mechanism  to  pay  the  state's  share  of  county  attorneys'  salaries  and  health  insurance 
benefits  for  each  county  or  consolidated  government.  For  those  with  a  full-time  attorney,  the  state 
share  is  42.5  percent  of  the  district  court  judge's  salary  plus  50  percent  of  group  benefit  costs  paid  by 
the  employer  for  an  employee.  For  those  with  a  part-time  attorney,  the  state  share  is  determined  by  the 
previous  calculation,  but  prorated  by  the  hours  worked.  This  legislation  also  enacts  a  new  general  fund 
statutory  appropriation  to  the  Department  of  Justice  to  make  quarterly  payments  to  each  county.  This 
legislation  is  effective  July  1,  2007. 

HB  136  provides  a  death  benefit  of  $50,000  to  the  surviving  spouse  or  children  of  a  national  guard 
member  who  dies  performing  duties  pursuant  to  Article  VI,  Section  1 3  of  the  Montana  Constitution.  The 
member  must  have  died  while  being  paid  from  state  funds.  This  legislation  also  provides  a  new  general 
fund  statutory  appropriation  to  the  Department  of  Administration  to  pay  the  costs.  This  legislation  is 
effective  July  1 ,  2007. 

HB  680  authorized  the  Department  of  Revenue  to  contract  with  out-of-state  attorneys,  other  state  tax 
agencies,  and  others  located  outside  the  state  for  the  collection  of  out-of-state  taxes,  fees,  and  other 
debt.  The  department  must  determine  that  the  amount  to  be  collected  exceeds  the  costs  of  collection. 
The  entire  amount  collected  must  be  deposited  in  the  fund  to  which  the  money  was  originally  owed. 
This  legislation  also  authorizes  a  new  statutory  appropriation  from  the  general  fund  to  the  Department 
of  Revenue  to  pay  the  collection  costs.  This  legislation  is  effective  July  1 ,  2007. 

SB  169  increases  the  entitlement  share  payments  for  six  counties  (Cascade,  Flathead,  Gallatin,  Lewis 
&  Clark,  Missoula,  and  Yellowstone)  beginning  in  FY  2007  and  all  years  thereafter.  The  2005 
Legislature  enacted  SB  146  to  make  adjustments  in  entitlement  share  payments  to  reflect  state 
assumption  of  public  defender  costs.  Calculations  of  these  costs  were  incorrect  and  are  corrected  by 
SB  169.  The  $0.2  million  increase  in  the  2009  biennium  is  statutorily  appropriated  from  the  state 
general  fund.  This  legislation  is  effective  on  passage  and  approval. 

HB  131  reduces  the  guaranteed  annual  benefit  adjustment  for  new  employees  in  the  public  employees' 
retirement  system  trust  fund  from  3.0  percent  to  1 .5  percent.  It  also  increases  the  state  contribution  for 
local  government  and  school  district  employers  from  6.9  percent  to  7.03  percent  in  FY  2008  and  to  7.17 
percent  in  FY  2009  and  thereafter.  The  school  district  contribution  increase  of  $0.4  million  in  the  2009 
biennium  is  statutorily  appropriated  from  the  state  general  fund.  This  legislation  is  effective  July  1, 
2007. 
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SB  532  allows  firefighters  currently  participating  in  the  public  employees'  retirement  system  (PERS)  to 
join  the  firefighters'  united  retirement  system  (FURS).  The  fiscal  note  assumes  that  60  firefighters  will 
transfer  to  FURS.  Because  the  state's  contribution  rate  of  32.61  percent  to  FURS  is  greater  that  the 
0.1  percent  contribution  rate  to  PERS,  the  cost  to  the  state  increases  $1.9  million  in  the  2009  biennium 
and  is  statutorily  appropriated  from  the  state  general  fund.  This  legislation  is  effective  July  1,  2007. 

HB  63  enacts  a  new  statutory  appropriation  for  state  supplemental  contributions  to  the  teachers' 
retirement  system  trust  fund  based  on  the  amount  of  compensation  earned  by  participating  members 
who  are  in  school  districts  and  community  colleges.  The  rate  is  2.0  percent  in  FY  2008  and  2.38 
percent  in  FY  2009  and  thereafter.  The  additional  cost  of  $24.7  million  for  the  2009  biennium  is 
statutorily  appropriated  from  the  general  fund.  The  section  authorizing  the  statutory  appropriation  is 
effective  July  1,  2007. 

HB  95  enacts  a  new  state  obligation  and  a  new  general  fund  statutory  appropriation  to  pay  an  amount 
equal  to  1.0  percent  of  compensation  for  participants  in  the  Montana  university  system  optional 
retirement  system.  The  additional  payment  of  $2.3  million  for  the  2009  biennium  is  to  be  credited  in  the 
proper  amount  to  each  participant's  account.  This  legislation  is  effective  July  1 ,  2007. 

Figure  17  shows  each  individual  general  fund  statutory  appropriation  that  has  been  included  in  the 
general  fund  balance  sheet  for  FY  2007-2009.  The  largest  statutory  appropriation  of  general  fund 
occurs  under  15-1-121,  MCA.  For  the  2009  biennium,  $181.0  million  is  expected  to  be  spent  for 
entitlement  payments  to  counties  and  tax  increment  financing  districts.  Other  large  statutory 
appropriations  of  general  fund  in  the  2009  biennium  include: 

o    $98.7  million  for  rebates  to  taxpayers  (only  for  FY  2008) 

o    $74.9  million  of  transfers  to  retirement  funds  (Title  19,  MCA) 

o  $39.6  million  to  service  the  debt  on  bonding  issues  approved  by  past  legislatures  (17-7-502, 
MCA) 

o    $16.5  million  for  declared  emergencies  and  disasters 

o  $12.1  million  of  coal  trust  interest  (that  is  deposited  to  the  general  fund)  to  fund  economic 
development  programs  (15-35-108,  MCA) 
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Figure  17 

General  Fund  Statutory  Appropriation  Estimates 

Fiscal  Years  2007-2009 

(Millions) 

Legislative 

2009  Biennium 

MCA  Cite 

Bill/Purpose 

Session 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Total 

Retirement 

1 9-9-702 

Ins  Prem  Tax-Fire/Polic  Ret  19-9-702-SA 

1997 

$8,617 

$9,076 

$9,559 

$18,634 

19-13-604 

Prem  Tax-Fire/Pol  19-13-604-SA 

1997 

7.874 

8.231 

8.604 

16.835 

19-17-301 

Prem  Tax-Fire/Pol  19-1 7-301 -SA 

1985 

1.698 

1.791 

1.888 

3.679 

19-18-512(1) 

Prem  Tax-Fire/Pol  19-1 8-51 2-SA 

1985 

0.262 

0.275 

0.288 

0.563 

19-19-305(1) 

Prem  Tax-Fire/Pol  19-19-305-SA 

1985 

0.250 

0.250 

0.250 

0.500 

19-19-506(4) 

Prem  Tax-Fire/Pol  19-19-506-SA 

1985 

0.021 

0.021 

0.021 

0.041 

Sub-total 

$18,722 

$19,643 

$20,609 

$40,252 

Economic  Develooment 

1 5-35-1 08(7)(b)(i) 

Coop  Developmental  Center  NMC 

2000  SS 

$0,065 

$0,065 

$0,065 

$0,130 

1 5-35-1 08(7)(b)(ii) 

Add  Vision  2005-SA 

2000  SS 

1.250 

1.250 

1.250 

2.500 

1 5-35-1 08(7)(b)(iii) 

Research  &  Commercialization 

2000  SS 

3.650 

3.650 

3.650 

7.300 

1 5-35-1 08(7)(b)(iii&iv) 

Economic  Development 

2000  SS 

1.100 

1.100 

1.100 

2.200 

Sub-total 

$6,065 

$6,065 

$6,065 

$12,130 

Other 

10-3-312(1) 

Emergency  Appropriations 

1985 

$15,509 

$8,250 

$8,250 

$16,500 

15-1-111(6) 

Local  Assistance-Property  Tax  Reduction 

1989  SS 

2.408 

1.204 

0.000 

1.204 

15-1-121(3) 

HB124  Combined  Local  Entitlement  Distribution 

2001 

83.870 

87.097 

90.487 

177.584 

15-1-121(6) 

HB124  Local  TIF  Entitlement  Distribution 

2001 

1.725 

1.725 

1.725 

3.451 

15-70-601(1)(b) 

HB  756-Biodiesel  tax  incentives  (begins  FY2008) 

2005 

0.000 

0.000 

0.000 

0.000 

15-70-369(4) 

HB  776-Biodiesel  tax  refunds 

2005 

0.048 

0.096 

0.096 

0.192 

16-11-509 

HB  169-Fines  &  cost  recovery  tobacco  settlement 

2005 

0.030 

0.030 

0.030 

0.060 

17-3-106(2) 

DofA  Cash  Management  Interest 

1993 

0.230 

0.230 

0.230 

0.460 

17-6-101(6) 

BOI  Banking  Charges 

1993 

1.180 

1.180 

1.180 

2.359 

17-7-502(4) 

TRANS  Debt  Service  and  Issuance  Costs 

1985 

0.000 

0.000 

0.000 

0.000 

17-7-502(4) 

Transfer  to  Debt  Service  A/B  Bond 

1985 

19.112 

20.560 

17.500 

38.060 

19-20-604 

Teachers  GABA  19-20-604 

1985 

0.724 

0.757 

0.791 

1.548 

19-3-319 

Local  Government  PERD  19-3-319 

1985 

0.461 

0.479 

0.498 

0.977 

19-6-410 

HB  102-Supplemental  retirement  benefits  for  MHP 

1999 

0.285 

0.300 

0.300 

0.600 

19-6-404(2) 

HB  102-To  highway  patrol  retirement  fund 

1997 

1.050 

1.103 

1.103 

2.205 

Sub-total 

$126,631 

$123,011 

$122,189 

$245,200 

New  or  Chanaes  to  Olc 

-  2007  Legislature 

Uncodified 

HB  9  SS  -  $400  rebate 

2007  SS 

$0,000 

$98,730 

$0,000 

$98,730 

7^1-2502 

HB  1 2  -  Pay  county  attorney  salaries 

2007 

0.000 

2.344 

2.344 

4.688 

1 0-1  -xxx 

HB  136  -  Death  benefit  to  national  guard  beneficiaries 

2007 

Unknown 

Unknown 

Unknown 

Unknown 

15-1 -xxx 

HB  680  -  DOR  to  collect  out-of-state  debt 

2007 

0.000 

0.814 

0.803 

1.617 

15-1-121(5X8) 

SB  169  -  Increase  entitlement  payments  for  public  defender 

2007 

0.110 

0.114 

0.117 

0.231 

19-3-319(3) 

HB  131  -  Increase  to  MPERA  retirement  systems 

2007 

0.000 

0.176 

0.184 

0.360 

19-13-604 

SB  532  -  Expand  participation  in  firefighter  retirement 

2007 

0.000 

0.944 

0.984 

1.928 

19-20-6xx 

HB  63  -  Teachers'  retirement  system 

2007 

0.000 

12.093 

12.638 

24.731 

19-21-203 

HB  95  -  Increase  employers'  retirement  contributions 

2007 

0.000 

1.094 

1.162 

2.256 

Sub-total 

$0,110 

$116,309 

$18,232 

$134,541 

Total 

$151,528 

$265,028 

$167,095 

$432,122 

State  Special 

It  is  estimated  that  $516.0  million  of  state  special  revenue  will  be  spent  through  statutory  appropriations 
in  the  2009  biennium.  The  2007  Legislature  enacted  15  laws  that  decrease  the  amount  of  state  special 
revenue  that  is  statutorily  appropriated  in  the  2009  biennium  by  a  net  $18.9  million.  These  laws  affect 
the  appropriations  by:  1)  creating  new  statutory  appropriations;  2)  changing  or  eliminating  existing 
statutory  appropriations;  or  3)  changing  the  amount  of  revenue  deposited  in  accounts  that  are 
statutorily  appropriated.  Figure  19  shows  the  amounts  estimated  from  existing  statutory  appropriations 
and  from  new  ones  enacted  by  the  2007  Legislature.  The  net  decrease  in  appropriations  is  due  to  the 
enactment  of  SB  2  in  the  May  2007  Special  Session  that  transfers  $40.8  million  from  the  guarantee 
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account  to  the  school  facility  account,  thus  reducing  amounts  statutorily  appropriated  from  the 
guarantee  account. 

Figure  18 
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Figure  19 

Fiscal  Years  2007-2009 

(Millions) 

Legislative 

2009  Biennium 

MCA  Cite 

Bill/Purpose 

Session 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Total 

Existina  Statutory  ADDroDriations  * 

Multiple 

Varied  dedicated  uses 

Multiple 

$255,792 

$266,406 

$268,487 

$534,893 

Chanaes  to  Existina  Statutory  ADorooriations  -  2007  Leaislature 

10-4-301 

HB  27-Wireless  9-1-1  system 

2007 

$0,000 

$7,053 

$7,531 

$14,584 

15-31-906(3) 

HB  40-Administer  movie  and  TV  tax  credits 

2007 

0.000 

(0.014) 

(0.014) 

(0.028) 

15-38-202 

HB  116-Eliminate  Northern's  RIT  interest 

2007 

0.000 

(0.240) 

(0.240) 

(0.480) 

15-65-121(1) 

SB  88-Reduce  other  bed  tax  distributions 

2007 

0.000 

(0.400) 

(0.400) 

(0.800) 

20-9-534 

SB  25-Contract  timber  harvest  on  state  lands 

2007 

0.000 

0.000 

0.000 

0.000 

20-9-622(1  )(b) 

HB  2-Guarantee  account  for  school  base  aid 

2007SS 

0.000 

(0.144) 

(0.716) 

(0.860) 

20-9-622(1  )(b) 

SB  2-Guarantee  account  for  school  base  aid 

2007SS 

0.000 

(17.582) 

(23.174) 

(40.756) 

20-9-622(1  )(b) 

HB  37-Guarantee  account  for  school  base  aid 

2007SS 

0.000 

0.002 

0.002 

0.004 

20-9-622(1  Xb) 

HB  160-Guarantee  account  for  school  base  aid 

2007 

0.000 

0.443 

0.001 

0.444 

20-26-1503(1) 

SB  553-lncentives  for  certain  physicians 

2007 

0.000 

0.000 

0.263 

0.263 

22-3-1004 

SB  88-Additional  revenue  to  heritage  preservation  acct. 

2007 

0.000 

0.400 

0.400 

0.800 

75-1-1101(3) 

HB  116-lncrease  environmental  contingency  funds 

2007 

0.000 

0.154 

0.175 

0.329 

Sub-total 

2007 

$0,000 

($10,328) 

($16,172) 

($26,500) 

New  Statutory  ADDroDriations  -  2007  Legislature 

5-11 -xxx 

HB  1 39-Legislative  branch  retirement  termination  pay 

2007 

0.000 

0.200 

0.200 

0.400 

10-1 -xxx 

HB  1 79-Military  family  relief  fund 

2007 

0.000 

0.021 

0.000 

0.021 

15-39-110(15) 

HB  75-Bentonite  tax  revenue  to  counties 

2007 

0.709 

1.419 

1.417 

2.836 

23-4-302(4)(b)(iii) 

HB  616-Parimutuel  fantasy  sports  league  gambling 

2007 

0.000 

2.101 

2.101 

4.202 

77-1-1 08(4a) 

HB  19-Spend  GF  transfer  for  Morrill  land  costs 

2007 

0.080 

0.080 

0.080 

0.160 

Sub-total 

$0,789 

$3,821 

$3,798 

$7,619 

Total 

$256,581 

$259,899 

$256,113 

$516,012 

*  Amounts  from  the  executive  budget 
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GENERAL  FUND  NON-BUDGETED  TRANSFERS 

The  Montana  Constitution  requires  that  all  money  paid  out  of  the  state  treasury,  except  interest  paid  on 
the  public  debt,  be  done  with  an  appropriation.  However,  the  state  treasury  consists  of  numerous 
accounts  and,  with  proper  legislative  authorization,  money  may  be  transferred  from  one  account  to 
another  without  an  appropriation.  This  results  in  less  money  in  one  account  for  the  programs  it  funds 
and  more  in  another.  Like  statutory  appropriations,  these  transfers  and  their  authorizations  are  in 
statute  (or  sometimes  contained  in  legislation)  and  are  not  part  of  the  biennial  budgeting  process,  yet 
they  affect  the  amount  of  money  available  for  the  legislature  to  appropriate  for  specific  programs. 
Those  that  are  in  statute  remain  in  place  until  removed  or  changed  by  legislation. 

Figure  20 


General  Fund  Non-budgeted  Transfers 


IGF  Non-budgeted  Transfers  —♦— Percent  of  Total  Disbursements 


Since  FY  2000,  increased 
amounts  of  money  have 
been  transferred  out  of  the 
general  fund  to  other 
accounts  that  fund  non- 
general  fund  programs.  As 
illustrated  in  Figure  20,  this 
amount  has  grown  from  $0 
in  FY  1999  to  $24  million  in 
FY  2006  (about  1.6  percent 
of  total  general  fund 
expenditures),  and  transfers 
are  estimated  to  be  $235.2 
million  in  the  2009 
biennium.  Of  this  amount, 
$216.0  million  is  one-time 
transfers  that  are  not 
codified     in     statute.     The 

amount  in  FY  2007  includes  a  one-time  transfer  of  $15.0  million  to  the  Blackfeet  Tribe  water  rights 
compact  mitigation  account.  Large  transfer  amounts  occur  in  the  2009  biennium  primarily  due  to  the 
enactment  of:  1)  HB  4  in  the  May  2007  Special  Session  that  transfers  $179.9  million  to  capital  project 
accounts;  2)  HB  473  that  transfers  $25  million  to  the  water  adjudication  account;  and  3)  HB  269  that 
transfers  $5.0  million  to  the  noxious  weed  trust.  These  transfers  reduce  the  amount  of  money  in  the 
general  fund  that  is  available  for  general  fund  programs  and  increase  the  amount  available  for  other 
non-general  fund  programs.  Figure  21  shows  each  non-budgeted  general  fund  transfer  that  has  been 
included  in  the  general  fund  balance  sheet. 
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Figure  21 

General  Fund  Non-budgeted  Transfer  Estimates 

Fiscal  Years  2007-2009 

(Millions) 

Legislative 

2009  Biennium 

Authorization 

Name 

Session 

Fiscal  2007 

Fiscal  2008 

Fiscal  2009 

Total 

Vehicle/Other  Fee  Transfers 

15-1-122(1) 

DPHHS-Adoption  services 

2001 

$0,054 

$0,059 

$0,065 

$0,124 

15-1-122(2)(c,d) 

DOT-Nonrestricted  account 

2001 

3.096 

3.142 

3.190 

6.332 

15-1-122(3)(a) 

DEQ-Junk  vehicles 

2001 

1.733 

1.750 

1.791 

3.541 

15-1-122(3)(b) 

Agriculture-Noxious  weeds 

2001 

1.756 

1.773 

1.816 

3.589 

15-1-122(3)(c)(i) 

FWP-Boat  facilities  &  enforcement,  OH V,  Parks 

2001 

0.539 

0.544 

0.557 

1.101 

15-1-122(3)(c)(ii) 

FWP-Enforcement,  snowmobiles 

2001 

0.117 

0.118 

0.121 

0.239 

15-1-122(3)(c)(iii) 

FWP-Motorboats 

2001 

0.187 

0.189 

0.194 

0.383 

15-1-122(3)(d) 

MA-Veterans'  services 

2001 

0.749 

0.757 

0.775 

1.531 

15-1-122(3)(e) 

DOT-Disabled  seniors  transportation 

2001 

0.351 

0.355 

0.363 

0.718 

15-1-122(3X0 

MA-Search  and  rescue 

2001 

0.047 

0.047 

0.048 

0.096 

Sub-total 

$8,629 

$8,735 

$8,919 

$17,654 

Other  Transfers 

Unknown 

DPHHS  Nonbudgeted 

$0,391 

$0,391 

$0,391 

$0,781 

39-71-2352(6) 

Old  state  fund  shortfall 

2002  SS 

Unknown 

Unknown 

Unknown 

Unknown 

41-5-130(6) 

HB  414-to  youth  prevention  account 

2005 

0.000 

0.000 

0.000 

0.000 

53-20-171(2) 

Developmental  disability  tax  credit  excess 

2003 

Unknown 

Unknown 

Unknown 

Unknown 

Un-codified 

HB  5-to  the  capital  projects  fund 

2005 

19.400 

0.000 

0.000 

0.000 

Un-codified 

HB  6-to  renewable  resource  grant  account 

2005 

0.600 

0.000 

0.000 

0.000 

Un-codified 

HB  740-to  asbestos  disease  account 

2005 

0.175 

0.000 

0.000 

0.000 

Un-codified 

HB  761-reimburse  military  ins.  premiums 

2005 

0.000 

0.000 

0.000 

0.000 

Sub-total 

$20,566 

$0,391 

$0,391 

$0,781 

New  -  2007  Leaislature 

Un-codified 

HB  4  -  Transfers  to  capital  project  funds 

2007  SS 

$0,000 

$82,621 

$97,323 

$179,944 

Un-codified 

HB  9  -  To  cultural  trust 

2007 

$0,000 

1.500 

0.000 

1.500 

Un-codified 

HB  139  -  Legislative  branch  retirement  termination 

2007 

0.000 

0.400 

0.000 

0.400 

Un-codified 

HB  1 16  -  To  orphan  share  and  environmental  contingency 

2007 

0.000 

0.500 

0.000 

0.500 

Un-codified 

HB  155  -  National  guard  life  insurance 

2007 

0.060 

0.100 

0.100 

0.200 

Un-codified 

HB  160  -  Repay  land  trusts  for  diversions 

2007 

0.000 

0.139 

0.000 

0.139 

Un-codified 

HB  179-  Military  family  relief 

2007 

0.000 

1.000 

0.000 

1.000 

Un-codified 

HB  269  -  To  noxious  weed  trust 

2007 

0.000 

5.000 

0.000 

5.000 

Un-codified 

HB  406  -  Community  health  center  support 

2007 

0.000 

0.650 

0.650 

1.300 

Un-codified 

HB  473  -  To  water  adjudication  account 

2007 

0.000 

25.000 

0.000 

25000 

Un-codified 

HB  608  -  To  endowment  for  children  trust  fund 

2007 

0.000 

1.000 

0.000 

1  000 

Un-codified 

HB  829  -  Blackfeet  water  compact 

2007 

15.000 

0.000 

0.000 

0000 

17-1 -xxx 

SB  553  -  Incentives  for  rural  physicians 

2007 

0.000 

0.000 

0.063 

0.063 

77-1-108(4a) 

HB19  -  To  trust  land  administration  account 

2007 

0.080 

0.080 

0.000 

0.080 

87-2-801(6) 

SB  166  -  To  general  license  acct.  purple  heart  free  license 

2007 

0.008 

0.011 

0.011 

0.022 

87-2-805(5) 

SB  166  -  To  general  license  acct.  senior  &  youth  free  license 

2007 

0.274 

0.392 

0.118 

0.510 

87-2-803(1 2c) 

SB  243  -  To  general  license  acct.  national  guard  free  license 

2007 

0.021 

0.043 

0.043 

0.086 

Subtotal 

$15,443 

$118,436 

$98,308 

$216,744 

Total 

$44,638 

$127,561 

$107.618 

$235.179 
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PROPRIETARY  FUNDS  AND  RATE  SETTING 


There  are  two  types  of  proprietary  funds:  1)  internal  service 
funds;  and  2)  enterprise  funds.  Internal  service  funds  are  used 
to  account  for  "internal  service"  functions  that  provide  goods  or 
services  to  other  agencies  or  programs  of  state  government  on  a 
cost-reimbursement  basis.  Enterprise  funds  are  used  to  account 
for  "enterprise"  functions  that  provide  goods  or  services  to  the 
public  on  a  user-charge  basis.  Examples  of  internal  service 
funds  are  those  collected  by  the  Information  Services  Division  of 
the  Department  of  Administration  for  providing  computer 
services  to  other  agencies  and  those  collected  by  the  Central 
Stores  program  for  providing  various  supplies  to  state  agencies. 
An  example  of  an  enterprise  fund  is  the  state  lottery.  Since  the 
1997  biennium,  the  legislature  has  not  appropriated  proprietary 
funds  to  the  program  receiving  the  funds  (except  in  cases  where 
the  proprietary  funds  are  used  as  a  part  of  a  program  that  is  not 
an  enterprise  or  internal  service  function  and  otherwise  requires 
an  appropriation.) 

In  the  past,  the  legislature  appropriated  internal  service  funds  to 
the  agency  receiving  the  funds  and  simultaneously  provided 
funding  to  the  agencies  that  would  pay  the  internal  service 
functions  for  services  received,  which  resulted  in  a  double 
counting  of  the  cost  of  providing  internal  service  functions.  To 
avoid  this  double-counting,  the  legislature  no  longer  appropriates 
proprietary  funds  to  the  internal  service  functions  receiving  the 
funds,  but  instead  sets  the  maximum  rates  that  the  internal 
service  functions  may  charge.  Statute  requires  that  rates  be 
commensurate  with  costs  and  prohibits  an  internal  service 
function  from  raising  rates  above  the  legislatively  established 
rates  during  the  biennium.  The  legislature  reviews  enterprise 
functions  and  enterprise  funds,  but  statute  does  not  require  that 
the  legislature  establish  rates  for  enterprise  functions.  (SB  55 
passed  by  the  1999  legislature  requires  that  enterprise  funds 
that  transfer  profits  to  the  general  fund  or  to  an  account  subject 
to  an  appropriation  must  be  appropriated  by  the  legislature.  The 
two  enterprise  accounts  that  currently  fall  under  the  requirement 
are  the  state  lottery  and  liquor  accounts.) 

Summary  of  Programs/Functions 

Figure  22  shows  each  function  for  which  the  legislature  sets  rates  in  HB  2,  by  agency. 


Figure  22 

Internal  Service  Functions 

2009  Biennium 

Agency/Program  or  Function 
Transportation 
Motor  Pool 
Equipment 
Revenue 

Customer  Service  Center 
Administration 

Administration  and  Financial  Services  Division 
Legal  Services 
Management  Services 
Warrant  Writer 
Human  Resources 
General  Services  Division 
Facilities  Management 
Mail  Services 
Print  Services 
Central  Stores 
Statewide  Fueling  Network 
State  Procurement  Card 
Capitol  Grounds  Maintenance 
Informauon  Technology  Services  Division 
State  Personnel  Division 

Professional  Development 
Payroll  Processing 
State  Recruitment  Advertising 
Risk  Management  and  Tort  Defense 
Fish,  Wildlife,  and  Parks 
Administration  and  Finance 
Vehicle  Account 
Aircraft  Per  Hour 
Duplicating 
Bindery 
Parks 
Environmental  Quality 
Central  Management 
Natural  Resources  and  Conservation 

Air  Operations 
Commerce 

Board  of  Investments 
Director's  Office/Management  Services 
Justice 

Agency  Legal  Services 
Corrections 
Cook/Chill 
Laundry 
Labor  and  Industry 
Centralized  Services 
Business  Standards 
Office  of  Public  Instruction 

Indirect  Cost  Pool 
Montana  University  System 
Employee  Benefits 
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FUND  SWITCHES 

The  legislature  included  a  number  of  funding  switches.  Figure  23  shows  federal  funds  replaced,  while 
the  second  figure  shows  other  funding  switches.  Please  note  that  the  list  does  not  include  the 
reduction  in  federal  funds  due  to  a  reduction  in  the  Medicaid  match  rate  the  federal  government  will  pay 
that  the  legislature  replaced  with  state  funds.  This  reduction  is  due  to  a  change  in  the  relative  standing 
of  Montana  compared  to  the  rest  of  the  nation  in  per  capital  income,  rather  than  a  change  in  federal 
policy  or  grant  levels.  This  reduction  totals  over  $28  million  over  the  biennium  and  is  discussed  in  the 
narrative  for  several  divisions  of  the  Department  of  Public  Health  and  Human  Services  in  Volume  3  of 
the  2009  Biennium  Legislative  Fiscal  Report. 


Figure  23 

Federal  Fund  Reductions  Replaced 

2009  Biennium 

—  Replacement  Funds  — 

Section/Agency  or  Division 

Purpose 

General  Fund 

Other  Funds 

Total 

Natural  Resources  and  Commerce 

Dept.  of  Natural  Resources  and  Conservation 

Urban  Forestry 

$200,000 

$200,000 

Dept.  of  Natural  Resources  and  Conservation 

Woody  Bio  Mass  -  Fuels  for  Schools  (OTO) 

500,000 

500,000 

Corrections  and  Public  Safety 

Department  of  Corrections 

Juvenile  Reentry 

1,756,892 

1,756,892 

Department  of  Labor  and  Industry 

Research  &  Analysis  Bureau 

400,000 

400,000 

Department  of  Labor  and  Industry 

Unemployment  Insurance  Administration 

3,205,571 

3,205,571 

Board  of  Crime  Control 

Base  budget  funding  shift 

350,000 

350,000 

Health  and  Human  Services 

Child  Support  Enforcement 

DRA  -  Elimination  of  federal  incentive  funds  match 

3,775,354 

3,775,354 

Child  Support  Enforcement 

DRA  -  Reduction  of  paternity  testing  federal  match 

38,588 

38,588 

Child  and  Family  Services 

DRA  -  Targeted  Case  Management 

3,600,000 

3,600,000 

Child  and  Family  Services 

DRA  -  Targeted  Case  Management 

172,000 

172,000 

Child  and  Family  Services 

DRA  -  Targeted  Case  Management  -  /Mental  Health 

375,000 

375,000 

Child  and  Family  Services 

CMS  -  Potential  change  in  Medicaid  billing  process 

600,000 

600,000 

Total 

$11,567,834 

$3,405,571 

$14,973,405 

The  following  provides  a  brief  explanation  of  the  largest  switches  of  federal  funds. 

o    Deficit  reduction  act  (DRA)  replacements  are  due  to  several  provisions  of  the  federal  Deficit 

Reduction   Act  of  2005,   which   placed   additional   costs   on   states.      For  an   expanded 

explanation,  see  the  Child  and  Family  Services  and  Child  Support  Enforcement  Division 

narratives  in  Volume  3. 
o    Juvenile  re-entry  is  a  federal  grant  provided  for  community  based  programs  for  youth  released 

from  secure  facilities  that  will  no  longer  be  provided.    Page  D-99  in  Volume  4  of  the  2009 

Biennium  Legislative  Fiscal  Report  provides  additional  information. 

Figure  24  shows  other  fund  switches  adopted  by  the  legislature  and  a  brief  description  of  the  purpose 
of  the  switch. 
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Figure  24 

Other  Funding  Switches 

2009  Biennium 

General 

Other 

Section;  Aeencv 

Purpose 

Fund 

Funds 

General  Government  and  Transportation 

Department  of  Administration 

Eliminate  Capitol  land  grant  funding  for  maintenance  of  common  areas 

$1,000,000 

($1,000,000) 

Department  of  Administration 

Geographic  information  system  IS  funding  switch    [See  note  1] 

0 

Department  of  Administration 

0.10  FTE  and  administration  of  the  Procard  program  [See  note  2] 

(2.406) 

Department  of  Administration 

0.20  FTE  deputy  division  administrator  changed  to  contracts  officer 

17,276 

(17.276) 

Department  of  Administration 

0.60  FTE  and  administration  of  the  Statewide  Fueling  Program  [See  note  3] 

(4.295) 

Govenors'  Office 

Change  designation  of  funding  from  DPHHS  from  federal  to  state  special 

0 

Govenors'  Office 

Executive  protection  funding  shifted  to  Department  of  Justice 

(187,826) 

Natural  Resources  &  Commerce 

Department  of  Natural  Resources  and  Conservation 

Morrill  land  trust  admrnistraton 

80.000 

(80.000) 

Department  of  Natural  Resources  and  Conservation 

Eliminate  water  adjudication  fee  with  a  one-tune  general  fund  transfer 

25,000.000 

(25,000,000) 

Fish.  Wildlife,  and  Parks 

Free  conservation  and  fishing  licenses  to  certain  Montana  residents,  which  will  be  covered  by 

a  general  fund  transfer  to  the  general  license  account. 

617.514 

(617.541) 

Fish.  Wildlife,  and  Parks 

Wildlife  restitution  redirected  from  general  fund  to  general  license  account 

(135.000) 

135.000 

Fish.  Wildlife,  and  Parks 

State  wildlife  grants 

1.000.000 

(1.000.000) 

Department  of  Livestock 

Replace  user  fees  with  general  fund  at  diagnostic  laboratory 

695.270 

(695.270) 

Corrections  and  Public  Safety 

Department  of  Justice 

Executive  protection  funding  shift  from  the  Governor's  office 

351.729 

(351.729) 

Education 

Natueal  Resources  Information  System 

Montana  Library  Commission 

NRIS  funding  changed 

140.000 

(140,000) 

Montana  Historical  Society 

Elimination  of  administrative  fees  charged  in  proprietary  fund  changed 

126.740 

(126,740) 

Total 

$28,705,703 

($28,900,257) 

Notes 

1  $374,237  proprietary  funding  for  3.00  FTE  is  switched  to  state  special  revenue  funding  under  fees  collected  from  land  transactions  under  the  Montana  Land  Information  Act 

2  $34,576  proprietary  funding  for  0 JO  FTE  to  administer  the  Procard  Program  was  replaced  with  $32,170  state  special  revenue  from  a  volume  rebate 

on  Procard  purchases 

3  $  1  OS  ,844  proprietary  funding  for  0.60  FTE  to  administer  the  Statewide  Fueling  Program  was  replaced  with  $  1 0 1 ,549  state  special  revenue  from  a  vc 

lume  tt 

bate  on  Procard  purchases 
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FEE  CHANGES 

The  2007  Legislature  enacted  changes  to  fees  (increases  or  decreases)  and  created  new  fees  that  will 
raise  an  estimated  net  $25.1  million  in  the  2009  biennium.  This  compares  to  $61.5  million  in  fee 
increases  in  the  2007  biennium.  The  increased  fee  revenue,  which  will  mostly  be  deposited  in 
accounts  other  than  the  general  fund,  will  be  used  to  fund  new  and  existing  agency  programs  and 
services.  Figure  25  lists  14  instances  of  fee  increases.  Some  are  instances  of  fee  changes  being  a 
result  of  the  level  of  spending  authority  authorized  in  the  HB  2.  Items  are  included  on  this  list  if  there  is: 
1)  a  fee  increase,  2)  a  fee  decrease,  3)  new  fees  imposed,  or  4)  a  new  group  of  fee  payers.  Not 
included  on  the  list  is  university  system  tuition,  although  tuition  increases  are  not  necessarily  expected 
during  the  2009  biennium.  While  this  list  may  not  be  complete  because  of  the  difficulty  of  sometimes 
defining  what  is  a  "fee",  it  is  a  representative  list  of  fee  bills. 


Figure  25 

New  Fees  or  Charges 

2009  Biennium 

Biennial 

Section/Agency 

Source/Purpose 

Total 

General  Government  and  Transportation 

Dept.  of  Administration 

Wireless  enhanced  9-1-1  fee  [HB  27] 

$15,151,103 

Dept.  of  Administration 

License  fee  for  Montana  deferred  deposit  lenders  (fee  increase)  [SB  165] 

158,374 

Dept.  of  Administration 

License  fee  for  Montana  consumer  lenders  (fee  increase)  [HB  141] 

290,500 

Dept.  of  Administration 

License  fee  for  residential  mortgage  lenders  [HB  69] 

1,156,800 

Public  Health  and  Human  Services 

Public  Health  and  Safety  Division 

License  fee  for  genetics  program  -  retained  $1  per  policy  set  to  sunset  7/1/2007 
[HB  278] 

567,620 

Natural  Resources  &  Commerce 

Dept.  of  Natural  Resources 

Increase  in  fire  protection  fees  [SB  145] 

1,624,796 

Fish,  Wildlife,  and  Parks 

Expansion  of  warm  water  fish  stamp  [SB  314] 

27,972 

Fish,  Wildlife,  and  Parks 

Wolf  and  grizzly  license  and  lottery  [SB  372] 

1,700,000 

Fish,  Wildlife,  and  Parks 

Increase  snowmobile  fees  for  out-of-staters  [HB  348] 

210,000 

Dept.  of  Environmental  Quality 

Increase  in  air  permitting  fees  [HB  2] 

2,100,000 

Dept.  of  Livestock 

Diagnostic  Laboratory  [HB  2] 

710,000 

Corrections  &  Public  Safety 

Dept.  of  Justice 

Additional  e-govemment  applications  [HB  2] 

1,050,000 

Dept.  of  Justice 

Increased  Debt  for  MERLIN  [HB  2] 

(a) 

Dept.  of  Labor  and  Industry 

Weighing  Device  Licensing  Fee  [HB  99] 

308.996 

Total 

$25,056,161 

Note:  (a)  Applicable  fees  are  extended  and  impact  does  not  occur  in  2009  biennium  but  rather  in  out  years. 
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LEGISLATIVE  INTERIM  STUDIES  -  SUMMARY 

The  Sixtieth  Legislature  adopted  four  bills  and  21  joint  resolutions  for  interim  studies.  Those  interim 
studies  are  listed  in  Figure  26  along  with  the  status  of  where  each  was  assigned  by  the  Legislative 
Council  at  its  May  15,  2007  meeting.  Of  the  21  resolutions,  16  were  assigned  to  various  legislative 
interim  committees.  The  remaining  studies  were  not  assigned,  based  upon  a  survey  of  legislators  to 
determine  priority. 


Figure  26 

Legislation  Requesting  or  Requiring  Studies 

2009  Biennium 

Legislative  Council 

Bill  No. 

Study  Description 

Interim  Committee  Assignment 

HB49 

Require  study  of  local  government  special  purpose  districts 

Education  and  Local  Government 

HB304 

Study  of  issues  related  to  water  quantity,  quality,  and  use  in  Montana 

Water  Policy 

HB488 

Study  of  property  taxes 

Revenue  and  Transportation 

HB831 

Study  drinking  water  standards 

Environmental  Quality  Council 

HJR22 

Study  payback  and  incentive  for  dental  students 

Education  and  Local  Government 

HJR26 

Study  mental  health  issues  in  criminal  and  juvenile  justice  systems 

Law  and  Justice 

KIR  28 

Study  state  business  infrastructure 

Economic  Affairs 

HJR39 

Study  economic  development 

Economic  Affairs 

HJR46 

Study  of  election  laws 

State  Admin,  and  Vets'  Affairs 

HJR48 

Study  health  insurance  reform  and  publicly  funded  health  care  programs 

Economic  Affairs 

HJR50 

Study  mental  health  precommitment  process 

Law  and  Justice 

HJR57 

Study  conservation  easements  on  state  land 

Environmental  Quality  Council 

HJR59 

Study  redesign  of  public  retirement  systems 

State  Admin,  and  Vets'  Affairs 

HJR61 

Study  linkage  of  state  and  federal  income  taxes 

Revenue  and  Transportation 

SJR5 

Study  acute  care  and  rural  emergency  medical  services 

Children  &  Families 

SJR6 

Juvenile  justice  interm  study  resolution 

Law  and  Justice 

SJR  13 

Resolution  for  study  on  value-added  agriculture 

Economic  Affairs 

SJR  15 

Study  impacts  of  certain  services  on  health  care  delivery 

Children  &  Families 

SJR  24 

Study  prison  population  growth  and  alternative  sentencing 

Law  and  Justice 

SJR  31 

Study  taxation  and  school  funding 

Revenue  and  Transportation 

HJR33 

Study  polio 

Not  Assigned 

HJR45 

Study  options  for  state  document  systems  to  reflect  actual  names 

Not  Assigned 

HJR47 

Study  funding  of  Montana  genetics  program 

Not  Assigned 

HJR52 

Study  problem  gambling 

Not  Assigned 

SJR  2 

Study  DUI  laws 

Not  Assigned 

While  many  of  the  assigned  studies  likely  include  significant  fiscal  issues  or  may  have  an  impact  upon 
the  state  budget  in  some  way,  none  seem  to  imply  any  direct  fiscal  impacts  that  can  be  addressed  at 
this  time.  As  the  studies  run  their  course,  legislators  and  legislative  staff  members  need  to  be 
cognizant  of  the  potential  for  fiscal  impacts  that  may  have  budget  implications  for  the  current  and  future 
biennis.  It  is  not  unusual  for  the  staff  of  the  Legislative  Fiscal  Division,  in  addition  to  other  duties,  to 
monitor  the  progress  of  legislative  interim  committees  for  fiscal  implications  and  to  participate  when 
fiscal  expertise  is  required. 
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OTHER  MAJOR  FUNDS 
Highways  Special  Revenue  Account 

Projections  for  the  highways  state  special  revenue  account  (HSRA)  indicate  that  revenues  into  the 
account  will  exceed  expenditures  from  the  account  and  the  working  capital  balance  would  remain 
positive  through  the  end  of  the  2009  biennium.  Revenues  are  expected  to  exceed  expenditures  at  the 
level  appropriated  by  the  legislature  by  nearly  $7.3  million  during  the  2009  biennium.  Legislative 
appropriations  are  at  a  level  adequate  to  match  all  federal-aid  funding  for  highways.  However,  state 
funded  highway  construction  activities  were  reduced  to  maintain  a  positive  account  balance.  See  the 
table  and  discussion  of  the  HSRA  in  Volume  3,  page  A-85  of  the  2009  Biennium  Legislative  Fiscal 
Report  for  additional  information. 
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Resource  Indemnity  Trust/Funding 

The  Montana  Constitution  (Article  IX,  Section  2)  requires  the  existence  of  the  Resource  Indemnity  Trust 
and  states  "The  principal  of  the  resource  indemnity  trust  shall  forever  remain  inviolate  in  an  amount  of 
one  hundred  million  ($100,000,000),  guaranteed  by  the  state  against  loss  or  diversion.  The  legislature 
appropriates  the  interest  from  the  trust  and  indemnity  related  taxes  to  provide  support  for  natural 
resource  agencies  and  to  provide  for  grants  and  loans.  The  following  shows  the  accounts  from  which 
RIT  revenues  or  interest  are  spent: 

o    Ground  water  assessment  account-funds  groundwater  monitoring  and  characterization  studies 
o     Natural  Resource  Projects  -  provides  grants  and  loans  to  enhance  Montana's  renewable 
resources  through  projects  that  measurably  conserve,  develop,  manage  or  preserve  resources 
and  to  repair,  reclaim,  and  mitigate  environmental  damage  to  public  resources  from  non- 
renewable resource  extraction 
o    Natural  Resource  Operations  -  provides  funding  to  natural  resource  agencies  to  support 

administration  of  natural  resource  activities 
o    Orphan  Share  Account-used  to  fund  the  percent  of  remediation  activities  at  a  contaminated  site 

that  are  attributable  to  a  bankrupt  or  otherwise  insolvent  entity 
o    Hazardous  Waste/CERCLA  -  funds  for  the  implementation  of  the  Montana  Hazardous  Waste 
Act  and  state  expenses  for  overseeing  the  federal  Comprehensive  Environmental  Response, 
Compensation  and  Liability  Act 
o     Environmental  Quality  Protection  Fund  -  utilized  to  identify,  investigate,  negotiate  and  prosecute 

individuals/entities  to  achieve  remedial  action  or  recover  costs  and  damages 
o     Environmental  Contingency  Account-  an  account  controlled  by  the  Governor  for  the  purpose  of 

responding  to  emergent  or  imminent  threats  to  the  environment 
o    Water  Storage  fund  -  utilized  to  rehab  and  repair  state  owned  water  projects 
o     Future  Fisheries  -  use  of  funds  to  reclaim  habitat  and  spawning  areas  of  the  bull  and  cutthroat 
trout 

Six  pieces  of  legislation  were  passed  and  approved  that  affected  the  utilization  of  trust  dollars  through 
transfers,  new  appropriations,  and  pay  plan  implications.  The  main  piece  of  legislation  was  HB  116, 
which  implemented  the  recommendations  of  the  RIT  study  conducted  by  the  Legislative  Finance 
Committee  during  the  2007  interim. 

HB  116  revised  the  allocation  of  RIT  interest  and  taxes  as  well  as  provided  clarification  regarding  the 
use  of  the  funds.  The  legislation  also  included  the  transfer  of  general  fund  to  the  environmental 
contingency  account  and  made  transfers  from  the  orphan  share  fund.  In  addition,  through  HB  2,  HB  6, 
HB  7,  HB  13,  HB  63,  and  HB  131,  the  legislature  appropriated  RIT  and  the  Resources  Indemnity 
Groundwater  Assessment  Tax  (RIGWA),  along  with  other  resource  related  taxes,  to  provide  $53.7 
million  of  biennial  support  to  four  agencies  and  numerous  local  governmental  agencies  through  grant 
and  loan  programs. 

A  summary  of  the  impacts  of  HB  1 16  and  appropriations  from  numerous  bills  is  displayed  in  Figure  27. 

Major  changes  include: 

o  Replacement  of  the  renewable  resources  and  reclamation  and  development  funds  with  a  natural 
resources  project  fund  and  a  natural  resources  operations  fund  to  separate  grant  programs  from 
agency  operations 
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Other  Budget  or  Fiscal  Actions Other  Major  Funds 

o    Elimination  of  statutory  appropriation  to  MSU  Northern  (these  funds  were  replaced  with  general 

fund  in  HB  2) 
o    Reallocation  of  RIT  interest  and  RIGWA  taxes  to  meet  legislative  priorities 
o    Reallocation  of  oil  and  gas  taxes  to  maintain  funding  levels  to  the  orphan  share  fund 
o    Expansion  of  the  use  of  the  Governor  controlled  environmental  contingency  account,  including 

expanded  reporting  requirements 

Biennial  transfers  of  funds: 

o     HB  1 16  included  transfers  of  general  fund  of  $346,000  to  the  orphan  share  and  $153,855  to  the 
environmental  contingency  account 

o    Transfers  from  the  orphan  share  included: 

o    $50,000  to  the  Board  of  Oil  and  Gas  for  abandoned  well  plugging 

o    $600,000  to  the  hazardous  waste  fund  to  offset  a  potential  negative  ending  fund  balance 

o    $2.0  million  to  the  environmental  quality  protection  fund  to  provide  up  front  cash  for  state 

superfund  activities  that  are  cost  recoverable 
o    $800,000  to  the  projects  fund  to  fund  approved  grants  and  loans 
o    $200,000  to  the  operations  fund  to  offset  a  potential  negative  ending  fund  balance 
o    $2.4  million,  per  statute,  to  the  Zortman/Landusky  water  treatment  fund 

Biennial  appropriations  include: 

o    $11.9  million  for  renewable  resource  and  reclamation  and  development  grants 

o    Operational  costs  of  $10.7  million  for  the  Department  of  Environmental  Quality,  the  Department 

of  Natural  Resources  and  Conservation,  the  Judiciary  (the  Water  Court),  and  the  state  library 
o    One-time  assistance  to  the  water  projects  fund  to  aid  in  addressing  the  backlog  of  repairs 
o    $448,856  for  implementation  of  the  pay  plan  and  $7,521  to  implement  changes  in  retirement 

contributions  from  the  operations  fund,  orphan  share,  environmental  quality  protection  fund,  and 

hazardous  waste  fund 
o    $1.0  million  to  the  future  fisheries  program  with  increased  reporting  requirements  for  the  use  of 

the  funds  due  to  the  passage  and  approval  of  SB  75 

The  legislature  maintained  that  funds  should  not  be  over  appropriated.  However,  the  allocation  of  pay 
plan  and  retirement  contributions  results  in  a  negative  ending  fund  balance  of  ($56,088)  in  the 
operations  fund.  The  remaining  funds  end  with  a  zero  or  positive  balance.  All  projected  balances  could 
change  based  on  the  amount  of  appropriation  spent  and  the  actual  revenues 
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GENERAL  FUND 


STRUCTURAL  BALANCE 

Structural  balance  is  defined  as  the  matching  of  ongoing  revenues  with  ongoing  expenditures.  If  revenues 
equal  or  exceed  expenditures,  structural  balance  is  achieved.  Conversely,  if  expenditures  exceed 
revenues,  structural  imbalance  occurs.  General  fund  expenditures  have  exceeded  revenues  for  five  of  the 
last  nine  biennia  in  the  late  1980s,  1990s,  and  early  2000s  (see  Figure  1).  The  structural  balance  for  the 
2009  biennium  is  expected  to  be  $146.0  million,  which  includes  an  allowance  for  $416.1  million  of  one-time- 
only  disbursements. 

Figure  1 


Revenue  and  Disbursement  History 

General  Fund  &  School  Equalization  Account; 

In  Millions 

Fiscal 

General  Fund 

Surplus  / 

School  Equalization 

Surplus  / 

GF/SEA 

GF/SEA 

Surplus  ' 

Biennium 

Year 

Revenue 

Disburse. 

Deficit 

Revenue 

Disburse. 

Deficit 

Revenue 

Disburse 

Deficit 

Surplus  Deficit 

A 

84 

$330,305 

$357,387 

($27,082) 

$242,384 

$261,753 

($19,369) 

$572,689 

$619,140 

($46,451) 

A 

85 

364.522 

380.359 

(15.837) 

281.275 

271.016 

10.259 

645.797 

651.375 

(5.578) 

($52,029) 

A 

86 

349.541 

366.815 

(17.274) 

252.899 

282.166 

(29.267) 

602.440 

648.981 

(46.541) 

A 

87 

346.690 

391.325 

(44.635) 

263.052 

283.428 

(20.376) 

609.742 

674.753 

(65.011) 

(111.552) 

A 

88 

391.152 

370.853 

20.299 

276.216 

•     281.886 

(5.670) 

667.368 

652.739 

14.629 

A 

89 

411.729 

388.270 

23.459 

275.589 

*     279.536 

(3.947) 

687.318 

667.806 

19.512 

34.141 

A 

90 

447.962 

432.323 

15.639 

282.389 

287.393 

(5.004) 

730.351 

719.716 

10.635 

A 

91 

420.257 

457.612 

(37.355) 

385.031 

391.500 

(6.469) 

805.288 

849.112 

(43.824) 

(33.189) 

A 

92 

487.036 

523.072 

(36.036) 

393.591 

*     398.059 

(4.468) 

880.627 

921.131 

(40.504) 

A 

93 

539.955 

523.553 

16.402 

412.903 

405.067 

7.836 

952.858 

928.620 

24.238 

(16.265) 

A 

94 

480.021 

497.921 

(17.900) 

411.834 

406.388 

5.446 

891.855 

904.309 

(12.454) 

A 

95 

646.149 

535.461 

110.688 

289.199 

*     409.822 

(120.623) 

935.348 

945.283 

(9.935) 

(22.389) 

A 

96 

963.193 

984.997 

(21.804) 

963.193 

984.997 

(21.804) 

A 

97 

986.570 

997.835 

(11.265) 

986.570 

997.835 

(11.265) 

(33.069) 

A 

98 

1,034.382 

1.020.591 

13.791 

1,034.382 

1,020.591 

13.791 

A 

99 

1,068.111 

1.037.961 

30.150 

1,068.111 

1,037.961 

30.150 

43.941 

A 

00 

1,163.641 

1.105.599 

58.042 

1,163.641 

1,105.599 

58.042 

A 

01 

1,269.472 

1.268.938 

0.534 

1.269.472 

1,268.938 

0.534 

58.576 

A 

02 

1,265.713 

1.355.903 

(90.190) 

U65.713 

1,355.903 

(90.190) 

A 

03 

1.246.381 

1.275.827 

(29.446) 

U46.381 

U75.827 

(29.446) 

(119.636) 

A 

04 

1.381.565 

1.282.038 

99.527 

1,381.565 

1,282.038 

99.527 

A 

05 

1.530.949 

1.354.020 

176.929 

1.530.949 

1,354  020 

176.929 

156.820 

A 

06 

1,708.166 

1.566.739 

141.427 

1.708.166 

1,566.739 

141  427 

F 

07 

1.768.657 

1,731.709 

36.948 

1.768.657 

1.731.709 

36.948 

454.831 

F 

08 

1,805.903 

1,726.560 

79J43 

Legislative  Budget  ** 

1.805.903 

1,726.560 

79.343 

F 

09 

1,875.479 

1,808.856 

66.623 

Legislative  Budget  ** 

1.875.479 

1,808.856 

66.623 

145.966 

*  Excludes  Education  Trust  &  General  Fund  Transfers 

•* 

Excludes  One-Time  Appropriations/Transfers 

Note     [he  N95  l.cgi 

ilature  de-earmarked  school  equalization  revenue  to  the  general  tund 
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General  Fund  Account 


Figure  2 


General  Fund  Structural  Balance 
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In  the  early  1990s,  the  legislature  began  to  make  progress  toward  addressing  the  problem  of  continuing 
structural  imbalance  in  the  general  fund.  In  setting  revenue  and  expenditure  targets,  the  1993  House 
adopted  language  prohibiting  use  of  "one-time  revenue. ..for  any  purpose  other  than  creating  an  ending 
fund  balance"  and  "temporary  solutions  to  the  state's  chronic  fiscal  woes."  This  effort  continued  into 
future  sessions,  and  final  legislative  actions  taken  during  the  1993  and  subsequent  sessions  have 
reflected  these  objectives.  However,  supplemental  appropriations  have  sometimes  contributed  to  a 
structural  imbalance  because  the  legislature  does  not  budget  for  contingencies  or  other  unforeseen 
events  or  emergencies. 

On  the  expenditure  side,  legislators  have  faced  the  difficulty  of  restraining  budget  growth  when 
confronted  with  double-digit  growth  in  corrections  costs,  increased  human  services  demands,  and  rising 
funding  requirements  for  education.  In  the  1993  and  subsequent  sessions,  the  legislature  enacted 
measures  to  contain  costs  in  programs  growing  faster  than  revenues,  such  as  Medicaid  and  foster 
care.  These  measures  were  designed  to  slow  expenditure  growth  and  to  help  the  legislature  reach 
structural  balance  in  the  general  fund  in  future  biennia. 

The  effort  to  minimize  use  of  one-time  revenues  for  ongoing  programs  and  enact  measures  to 
permanently  control  expenditure  growth  began  to  show  success  in  recent  biennia.  However,  the  2001 
legislature  adopted  a  $56.9  million  structurally  unbalanced  budget  for  the  2003  biennium.  Two  years 
later,  expected  revenues  deteriorated  significantly  and  the  imbalance  grew  to  nearly  $120.0  million  for 
the  2003  biennium.  This  amount  is  in  spite  of  over  $81.8  million  in  budget  reductions  implemented  by 
the  executive  under  17-7-140,  MCA,  and  legislative  actions  taken  during  the  August  2002  Special 
Session.  The  only  reason  the  ending  fund  balance  for  the  2003  biennium  remained  positive  is  because 
the  biennium  began  with  a  $172.9  million  carry-forward  balance. 

The  difficult  task  of  achieving  structural  balance  is  further  exacerbated  by  delayed  implementation  of 
expenditure  increases  and  revenue  reductions  in  future  budget  cycles  (2009  biennium  and  beyond).  In 
many  cases,  expenditure  increases  do  not  occur  at  the  beginning  of  the  biennium,  but  are  phased-in 
over  the  biennium.  This  results  in  less  cost  for  the  current  biennium,  but  increased  costs  to  fund  the 
same  level  of  program  services  in  the  following  biennium.  As  an  example,  the  state  employee  pay  plan 
increases  are  phased-in  over  the  2009  biennium,  and  the  cost  to  fully  fund  the  pay  plan  in  the  201 1 
biennium  will  result  in  a  general  fund  increase  of  $83.5  million. 
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Phased-in  revenue  reductions  have  the  same  effect  as  phased-in  expenditure  increases.  For  example, 
SB  407  (2003  session)  authorized  an  increase  in  cigarette,  tobacco,  rental  car,  and  lodging  facility 
taxes  coupled  with  a  corresponding  reduction  in  individual  income  taxes.  Because  of  the  phased-in 
provisions  for  the  individual  income  tax  reduction,  the  bill  increased  general  fund  revenues  in  the  2005 
biennium,  but  decreased  general  fund  revenues  in  the  2007  biennium. 

As  shown  in  Figures  1  and  2,  general  fund  revenues  are  greater  than  disbursements  for  FY  2008  and 
2009  after  adjusting  for  one-time-only  disbursements.  This  means  that  the  on-going  revenue  base  for 
the  biennium  is  greater  than  the  on-going  disbursement  base  and  that  the  61st  Legislature  should  have 
a  positive  fund  balance  to  work  with  during  the  2009  Legislature. 

Outlook  for  the  2011  Biennium 

The  projected  structural  balance  for  2009  biennium  is  $146.0  million.  Although  the  state  is  structurally 
balanced  for  the  2009  biennium,  any  unanticipated  fund  balance  in  the  2009  biennium  should  not  be 
used  for  on-going  costs  in  the  2011  biennium.  In  addition,  there  are  fiscal  "potholes"  that  could  be 
troublesome  as  the  state  moves  toward  the  next  biennium.  For  example,  a  potential  public  school 
lawsuit,  the  increased  costs  of  the  phased-in  employee  pay  proposal,  rising  corrections  populations, 
and  continued  double  digit  medical  inflation  coupled  with  the  potential  reduction  in  federal  Medicaid 
funding  could  easily  consume  average  revenue  growth  for  the  2011  biennium.  Structural  balance 
depends  on  the  ability  of  ongoing  revenue  to  meet  anticipated  present  law  disbursement  costs.  If 
average  revenue  growth  is  in  the  range  of  3.5  to  4.5  percent  per  year,  then  the  costs  of  present  law 
services  cannot  exceed  this  amount.  If  additional  present  law  costs  or  any  new  proposals  are  required, 
then  tax  policy  modifications  and/or  an  adjustment  to  services  provided  will  be  required. 
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HIGHWAYS  STATE  SPECIAL  REVENUE  ACCOUNT  PROJECTIONS 

The  following  figure  summarizes  the  projections  of  working  capital  for  the  highways  state  special 
revenue  account.  This  account  funds  the  Department  of  Transportation  highway  planning, 
construction,  and  maintenance  activities;  highway  safety  enforcement  activities  in  the  Department  of 
Justice;  road  maintenance  functions  in  state  parks;  and  capital  projects  related  to  highways 
infrastructure.  The  highways  state  special  revenue  account  has  been  chronically  structurally 
imbalanced,  and  previously  the  level  of  revenue  growth  could  not  sustain  the  level  of  expenditure 
growth  needed  to  support  the  services  provided.  For  the  2009  biennium  this  situation  has  been 
reversed  and  revenues  are  expected  to  exceed  expenditures  through  the  2011  biennium.  The 
projections  show  expected  revenues  would  exceed  appropriations  for  the  2009  biennium  by  $7.3  million 
and  by  $12.3  million  for  the  2011  biennium.  At  the  same  time,  while  all  anticipated  federal  funds  are 
matched,  state  funded  activities  have  been  curtailed  to  maintain  a  positive  fund  balance  in  the  2009 
biennium  and  future  balance  is  dependent  upon  maintenance  of  the  curtailment.  A  detailed  working 
capital  analysis  for  the  highways  state  special  revenue  account  is  provided  in  the  Department  of 
Transportation  agency  discussion  in  Volume  3,  page  A-85. 


Figu 

■e3 

Working  Capital  Analysis  -  Highways  State  Special  Revenue  Account 

Fiscal  Years  2006- 2011 

(in  Millions) 

FY  2006 

FY  2007 

FY  2008 

FY  2009 

FY  2010 

FY  2011 

Actual 

Approp. 

Approp. 

Approp. 

Forecast 

Forecast 

Beginning  Working  Capital  Balance 
Revenues 

$43.6 
271.2 

$27.2 
273.2 

$12.5 
279.0 

$15.1 
280.3 

$19.8 
290.1 

$26.6 
296.6 

Available  Working  Capital 
Authorized  Expenditures 
Adjustments 

314.9 

283.6 

4.1 

300.4 
323.1 

-35.2 

291.5 

276.4 

OO 

295.4 

275.6 

O0 

309.9 

283.3 

OO 

323.2 

291.1 

O0 

Ending  Working  Capital  Balance 

$27.2 

$12.5 

$15.1 

$19.8 

$26.6 

$32.2 

Variance  -  Revenues  less  Expenditures 

(12.4) 

(49.9) 

2.6 

4.7 

6.8 

5.5 

The  FY  2007  adjustment  is  the  assumed 

reversion  based  on  reversion  history  from  FY  2000  through 

FY  2006. 
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BUDGET  BASICS 


BUDGET  PROCESS  -A  PRIMER 


Purpose 


This  section  provides  an  overview  of  the  basic  budget  concepts,  definitions  of  budget  terms,  and 
background  and  reference  information  pertinent  to  the  2009  biennium  budget  and  legislative 
appropriations  process.  For  more  in-depth  information,  see  "Understanding  State  Finances  and  the 
Budgeting  Process",  available  through  the  Legislative  Fiscal  Division. 

Types  of  Legislative  Appropriations 

Article  VIII,  Section  14,  of  the  Montana  Constitution  reads: 

"Prohibited  Payments:  Except  for  interest  on  the  public  debt,  no  money  shall  be  paid  out  of  the 
treasury  unless  upon  an  appropriation  made  by  law  and  a  warrant  drawn  by  the  proper  officer  in 
pursuance  thereof." 

Appropriations  power  lies  with  the  legislature.  In  17-7-501,  MCA,  three  types  of  appropriations  fall 
within  the  meanings  of  "appropriation  made  by  law"  as  used  in  Article  VIII,  Section  14,  of  the  Montana 
Constitution. 

Temporary  appropriations  -  Most  activities  of  state  government  are  funded  on  a  temporary  basis, 
usually  for  two-year  periods.  Funding,  therefore,  must  be  reauthorized  by  each  legislature.  The  main 
vehicle  for  the  provision  of  temporary  appropriations  is  HB  2  (the  General  Appropriations  Act). 

Statutory  appropriations  -  Statutory  appropriations  are  made  directly  in  statute,  and  are  automatically 
made  until  and  unless  the  law  is  changed.  Statutory  appropriations  are  listed  in  17-7-502,  MCA. 

Budget  amendments  -  Various  authorities  (most  often  the  Governor)  can  approve  the  addition  of 
certain  funds  (primarily  federal)  during  the  interim  if  certain  statutorily  defined  conditions  are  met. 
General  fund  appropriations  cannot  be  added  without  express  legislative  approval. 

In  limited  cases,  authorizations  to  expend  funds  can  also  be  made  through  appropriation  or  under 
general  laws  and  contracts.  The  great  majority  of  state  agency  operations  are  funded  through 
temporary  appropriations. 

Fund  Types 

Governmental  accounting  differs  from  private  enterprise  accounting  in  that  funding  is  segregated  and 
defined  by  the  source  and  use  of  the  funding.  There  are  four  main  groups  of  funds  in  state  government 
accounting. 
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1 .    Governmental  funds  consist  of  the  following  funds: 

o    General  fund  includes  all  financial  resources  except  those  that  must  be  accounted  for  in 
another  fund.   The  general  fund  collects  most  general  taxes  levied,  including  individual  and 
corporate  income  tax,  property  tax,  and  investment  income.    Revenue  from  a  number  of 
other  taxes  is  also  deposited  into  the  general  fund, 
o    Special  revenue  funds  consist  primarily  of  two  funds: 

o    State  special  revenue  is  money  from  state  and  other  sources  earmarked  for  the  purpose 
of  defraying  particular  costs  of  an  agency,  program,  or  function.    The  largest  state 
special  revenue  accounts  are  the  Highways  State  Special  Revenue  Account  (HSSRA), 
which  collects  various  fuel  taxes  and  is  used  to  support  highway-related  functions,  and 
the  general  license  account,  which  collects  various  hunting  and  fishing  fees  and  is  used 
to  support  functions  in  the  Department  of  Fish,  Wildlife,  and  Parks 
o     Federal  special  revenue  is  revenue  from  federal  sources.    Most  state  agencies  receive 
some  federal  funds.     The  two  major  sources  of  federal  funds  are  used  to  support 
highway-related  functions  and  human  services  programs  such  as  Medicaid.    This  fund 
also  accounts  for  trust  activity  formerly  defined  as  expendable  trusts, 
o    Debt  service  funds  are  used  to  account  for  the  accumulation  of  resources  for  the  payment  of 
general  long-term  obligations,  including  principal  and  interest.  Debt  service  funds  are 
statutorily  appropriated, 
o    Capital  projects  funds  are  financial  resources  used  for  the  acquisition  or  construction  of 

major  fixed  assets.  These  funds  are  appropriated  through  bills  that  fund  capital  projects, 
o    Permanent  funds  account  for  resources  that  are  restricted  to  the  extent  that  only  earnings 
and  not  principal  may  be  expended  for  purposes  that  support  state  programs.     These 
resources  were  formerly  classified  as  non-expendable  trusts  (i.e.  the  coal  tax  trust). 


3. 


4. 


Proprietary  funds  are  used  for  operations  that  provide  goods  or  services  to  the  public  on  a  user- 
charge  basis  (enterprise  funds),  or  to  other  agencies  or  programs  of  state  government  (internal 
service  funds). 

Fiduciary  funds  provide  for  those  assets  held  by  state  government  in  a  trustee  capacity,  or  as  an 
agency  for  individuals,  private  organizations,  other  governmental  entities,  or  other  funds. 
University  funds  are  used  to  support  the  university  system  and  are  classified  according  to  the 
College  and  University  Business  Association  (CUBA)  structure.  The  legislature  appropriates  a 
portion  of  the  funds  used  to  support  the  university  system  as  governmental  funds,  which  are  then 
reclassified  as  university  system  funds. 


With  the  exception  of  a  small  portion  of  proprietary  funds,  the  legislature  does  not  directly  appropriate 
proprietary,  fiduciary,  or  university  funds.  The  legislature  directly  appropriates  most  governmental 
funds.  Debt  service  funds  are  usually  statutorily  appropriated.  Capital  projects  funds  are  appropriated 
in  the  bills  that  fund  the  capital  projects.  The  great  majority  of  general  fund  monies  and  special  revenue 
funds  are  appropriated  through  temporary  appropriations  bills. 
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HB2 

The  temporary  spending  bill  through  which  the  vast  majority  of 
general  fund  monies  and  special  revenue  funds  are  appropriated 
is  HB  2,  the  General  Appropriations  Act.  Volumes  3  and  4  of  the 
Legislative  Fiscal  Division  budget  analysis  and  fiscal  report  both 
concentrate  on  the  appropriations  contained  in  HB  2. 

Statute  requires  that  the  legislature  establish  fees  and  charges 
for  all  internal  services  functions.  Statute  further  restricts 
programs  from  increasing  those  fees  and  charges  during  the 
biennium.  The  executive  budget  must  also  include  a  rate 
analysis  of  enterprise  funds  and  internal  service  fees  and 
charges.  While  only  a  small  portion  of  proprietary  funds  are 
appropriated  in  HB  2,  all  rates  approved  by  the  legislature  are 
listed  in  that  bill. 

Figure  1  shows  all  internal  services  rates  reviewed  and  approved 
by  the  legislature. 

Budget  Terms 

Budgets  must,  by  statute,  be  submitted  in  three  tiers  to  allow 
legislative  scrutiny  of  all  stages  of  budget  development: 

The  base  -  defined  as  the  resources  for  the  operation  of  state 
government,  and  used  to  cover  current  biennium  expenses  of  an 
ongoing  and  non-extraordinary  nature.  The  base  and  how  it  is 
derived  are  discussed  in  more  detail  in  the  "Base  Budget"  portion 
of  this  narrative. 

Present  law  -  defined  as  that  additional  level  of  funding  needed  to 
maintain  operations  and  services  at  the  level  authorized  by  the 
previous  legislature.  Present  law  includes  but  is  not  limited  to 
legally-mandated  workload,  caseload,  or  enrollment  changes, 
changes  in  funding  requirements,  inflationary  or  deflationary 
adjustments,  and  elimination  of  one-time  appropriations. 


Figure  1 

Internal  Service  Functions 

2009  Biennium 

Agency/Program  or  Function 
Transportation 
Motor  Pool 
Equipment 
Revenue 

Customer  Service  Center 
Administration 

Administration  and  Financial  Services  Division 
Legal  Services 
Management  Services 
Warrant  Writer 
Human  Resources 
General  Services  Division 
Facilities  Management 
Mail  Services 
Print  Services 
Central  Stores 
Statewide  Fueling  Network 
State  Procurement  Card 
Capitol  Grounds  Maintenance 
Information  Technology  Services  Division 
State  Personnel  Division 

Professional  Development 
Payroll  Processing 
State  Recruitment  Advertising 
Risk  Management  and  Tort  Defense 
Fish,  Wildlife,  and  Parks 
Administration  and  Finance 
Vehicle  Account 
Aircraft  Per  Hour 
Duplicating 
Bindery 
Parks 
Environmental  Quality 
Central  Management 
Natural  Resources  and  Conservation 

Air  Operations 
Commerce 

Board  of  Investments 
Director's  Office/Management  Services 
Justice 

Agency  Legal  Services 
Corrections 
Cook/Chill 
Laundry 
Labor  and  Industry 
Centralized  Services 
Business  Standards 
Office  of  Public  Instruction 

Indirect  Cost  Pool 
Montana  University  System 
Employee  Benefits 


New   proposals  -  defined   as   requests   to   provide   new  non- 
mandated  services,  to  change  program  services,  to  eliminate  existing  services,  or  to  change  sources  of 
funding. 

Changes  to  the  budget  are  made  individually  through  decision  packages,  which  must  be  approved  by 
the  legislature.  Decision  packages  can  either  change  present  law  or  add  new  proposals  approved  for 
funding. 
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Submission  Dates 

The  director  of  the  Office  of  Budget  and  Program  Planning  (OBPP)  is  required  to  submit  a  preliminary 
budget  reflecting  the  base  budget  to  the  LFD  by  October  10,  and  a  preliminary  budget  reflecting  a 
present  law  base  by  November  1  in  the  year  before  a  session.  The  director  is  further  required  to  submit 
an  entire  preliminary  budget  by  November  15.  The  LFD  provides  a  detailed  and  comprehensive 
analysis  of  the  executive  budget,  as  well  as  an  analysis  of  other  fiscal  policy  issues. 

Base  Budget 

The  legislature  used  actual  FY  2006  expenditures  as  recorded  on  the  Statewide  Accounting, 
Budgeting,  and  Human  Resources  System  (SABHRS)  as  the  base  for  determining  a  present  law 
budget  for  the  2009  biennium.  Certain  items  were  then  excluded  in  order  to  create  a  base  that  reflects 
only:  1)  the  cost  of  ongoing  programs  or  functions  approved  by  the  last  legislature;  and  2)  expenditures 
authorized  by  the  legislature.  OBPP  and  LFD  staff  reached  agreement  on  virtually  all  expenditures 
removed  from  the  base. 

Expenditure  Base  Exclusions 

Following  is  an  explanation  of  each  type  of  expenditure  category  excluded  from  the  base: 

Appropriation  Transfers 

Section  17-7-301,  MCA,  allows  the  Governor  to  authorize  the  transfer  of  funds  appropriated  for  the 
second  year  of  the  biennium  to  the  first  year,  if  the  Governor  finds  that  "due  to  an  unforeseen  or  an 
unanticipated  emergency"  the  amount  appropriated  for  the  first  year  of  the  biennium  "will  be  insufficient 
for  the  operation  and  maintenance  of  the  department."  Since  such  transfers  do  not  result  from 
legislative  action  and  may  be  used  for  meeting  one-time  costs,  these  transfers  are  excluded  from  the 
base.  However,  if  the  transfer  funds  an  ongoing  cost,  the  present  law  budgets  for  the  next  biennium 
are  adjusted  accordingly. 

Budget  Amendments 

Budget  amendments  provide  temporary  authority  allowing  agencies  to  spend  unanticipated  non-general 
fund  revenue  received  after  the  legislature  has  adjourned.  This  revenue  can  be  used  to  provide 
additional  services.  In  accordance  with  17-7-402,  MCA,  budget  amendment  authority  terminates  at  the 
end  of  each  biennium  and  can  make  no  "ascertainable  present  or  future  significant  commitment  for 
increased  general  fund  support."  Expenditures  financed  through  budget  amendments  are  excluded 
from  the  base.  If  an  agency  wishes  to  continue  an  activity  financed  with  a  budget  amendment  in  the 
following  biennium,  the  request  must  be  presented  as  a  new  proposal. 

One-Time  Appropriations 

In  general,  miscellaneous  or  "cat  and  dog"  appropriations  (appropriations  made  in  bills  other  than  the 
general  appropriations  act)  are  considered  "one-time"  and  not  continued  in  the  base.  The  legislature 
may  specify  in  appropriation  acts  that  an  appropriation  is  not  intended  to  be  ongoing  and  may  not  be 
included  in  the  base. 

Language  Appropriations 

In  appropriation  acts,  the  legislature  may  authorize  expenditure  of  funds  from  a  specific  source  without 
providing  a  specific  dollar  appropriation.   Language  appropriations  are  generally  used  when  an  agency 
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knows  that  it  will  be  receiving  federal  or  state  special  revenue  funds  (that  it  is  required  by  statute  to 
spend)  but  is  uncertain  as  to  the  amount  of  those  funds.  In  order  to  be  sanctioned  by  law  as  an 
appropriation,  the  language  must,  at  least,  fix  a  maximum  amount  that  the  appropriations  may  not 
exceed.  Assuming  that  ongoing  expenditures  from  these  sources  are  one-time  only  in  nature,  the 
expenditures  are  excluded  from  the  base. 

Non-Budgeted  Expenditures 

Generally  Accepted  Accounting  Principles  (GAAP)  require  agencies  to  make  accounting  entries  for 
depreciation,  amortization,  and  other  financial  transactions  that  appear  as  expenditures,  but  don't  result 
in  the  actual  expenditure  of  funds  from  the  state  treasury. 

Statutory  Appropriations 

Section  17-7-501,  MCA,  provides  that  funds  may  be  appropriated  in  permanent  law  rather  than  through 
appropriation  bills,  which  are  effective  for  one  biennium  only.  In  order  for  a  statutory  appropriation  to  be 
valid,  the  statute  creating  the  appropriation  must  specifically  state  that  it  is  a  statutory  appropriation. 
The  statute  must  then  be  listed  in  section  17-7-502,  MCA.  Examples  of  statutory  appropriations  include 
reimbursements  to  local  governments  and  debt  service  payments. 

Other  Appropriations 

This  category  includes  administrative  transfers  created  by  OBPP,  continuing  appropriations  from 
previous  years,  internal  offset  adjustments  to  appropriations,  and  miscellaneous  appropriations. 

Entitlement  and  Formula  Funded  Programs 

Under  current  state  and  federal  law,  certain  programs  are  "entitlement  programs,"  which  means  that  if 
an  individual  meets  the  underlying  criteria  for  qualification,  services  must  be  provided  (i.e.,  the  person  is 
"entitled"  to  the  service).  Projected  growth  or  declines  in  these  programs  are  funded  as  part  of  the 
present  law  budget,  rather  than  through  new  proposals.  For  example,  the  legislature  has  established 
statutory  levels  of  state  support  for  each  child  enrolled  in  Montana  public  schools.  Similarly,  federal 
and  state  laws  require  that  persons  eligible  for  Medicaid  receive  specified  services  or  grants.  Programs 
treated  as  entitlement  include  K-12  BASE  aid,  subsidized  adoption,  foster  care,  and  Medicaid. 

Personal  Services  "Snapshot" 

Personal  services  costs  generally  comprise  around  40  percent  of  total  agency  operating  expenditures 
(excluding  capital  outlay,  grants  and  benefits,  and  transfers)  in  any  biennium. 

The  budget  is  based  on  a  "snapshot"  of  actual  salaries  for  authorized  FTE,  as  they  existed  in  the  last 
pay  period  of  FY  2006.  The  budget  includes  annualization  of  the  pay  increases  appropriated  in  FY 
2006  and  2007. 

Benefits  are  added  on  an  individual  FTE  basis.  Workers'  Compensation  and  Unemployment  Insurance 
rates  vary  from  agency  to  agency,  as  each  agency  has  a  different  rate  based  upon  experience. 
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Vacancy  Savings 

Vacancy  savings  is  the  difference  between  the  full  appropriated  cost  and  the  actual  cost  of  authorized 
employee  positions  during  a  budget  period.  Since  1979,  the  legislature  has  periodically  applied  a 
vacancy  savings  factor  to  agency  budgets  in  recognition  of  the  fact  that  staff  turnover  and  vacancies 
often  result  in  personal  services  expenditures  lower  than  the  amounts  appropriated. 

During  the  1997  biennium,  the  legislature  included  varying  vacancy  savings  rates  among  selected 
agencies,  and  among  programs  within  agencies,  in  order  to  fund  the  executive  pay  plan.  A  contingency 
fund  containing  $500,000  general  fund  and  $1,000,000  in  other  funds  was  included  for  this  purpose. 

During  the  1999  biennium,  the  legislature  applied  a  uniform  3  percent  vacancy  savings  rate  against  all 
positions  in  state  government,  with  the  exception  of  those  positions  in  agencies  with  fewer  than  20  FTE. 
The  legislature  also  assumed  that  any  new  positions  added  via  new  proposals  would  not  be  hired  at  the 
very  beginning  of  the  fiscal  year  as  a  result  of  the  need  to  recruit  and  to  meet  other  requirements 
demanding  the  expenditure  of  time.  Operating  under  the  assumption  that  such  positions  would  not  be 
filled  for  the  first  three  months  of  the  fiscal  year,  the  legislature  applied  a  25  percent  vacancy  savings 
rate  in  the  first  year.  The  legislature  also  provided  $2.3  million  general  fund  and  $8.8  million  in  other 
funds  for  the  biennium  in  support  of  a  contingency  pool  for  those  agencies  that  could  not  meet  their 
vacancy  savings  targets. 

For  the  2001  biennium,  the  legislature  adopted  a  vacancy  savings  rate  of  3  percent  on  all  personal 
services  except  insurance.  This  rate  was  not  applied  to  agencies  with  fewer  than  20  FTE,  elected 
officials,  university  system  faculty  or  to  direct  care  workers  within  the  Department  of  Corrections.  The 
legislature  funded  a  contingency  pool  of  $700,000  from  the  general  fund  and  $950,000  in  other  funding 
for  the  biennium. 

For  the  2003  biennium,  the  legislature  enacted  a  4  percent  vacancy  savings  rate  on  all  personal 
services.  As  in  the  2001  biennium,  agencies  with  fewer  than  20  FTE  as  well  as  university  system 
faculty  were  exempt.  The  legislature  also  included  a  contingency  fund  of  $1.3  million  general  fund  and 
$3.0  million  from  other  funds  (the  legislative  branch  also  received  $200,000  general  fund)  for  the 
biennium  to  meet  potential  costs  involved  for  those  agencies  that  do  not  meet  their  vacancy  savings 
targets. 

For  the  2005  biennium,  the  legislature  enacted  a  4  percent  vacancy  savings  rate  on  all  personal 
services.  As  in  the  2003  and  2005  biennia,  agencies  with  fewer  than  20  FTE  as  well  as  university 
system  faculty  are  exempt.  A  contingency  fund  of  $1.5  million  general  fund  and  $3.0  million  other  funds 
was  added  to  fund  potential  costs  in  excess  of  the  appropriation. 

In  the  2007  biennium,  the  legislature  enacted  a  4  percent  vacancy  savings  on  all  personal  services. 

The  following  agencies  and  positions  with  the  same  exemptions  as  the  2005  biennium  except  that  the 

following  were  added: 

o    Montana  Highway  Patrol 

o    Student  Services  and  Education  Programs  in  the  Montana  School  for  the  Deaf  and  Blind 
o     Field  Services  Program  in  the  Child  and  Family  Services  Division  of  the  Department  of  Public 
Health  and  Human  Services  (DPHHS)  assessed  at  a  2  percent  rate 
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In  the  2009  biennium,  the  legislature  adopted  a  4  percent  vacancy  savings  rate  on  all  personal 
services.  The  above  exceptions  apply,  except  that  the  Field  Services  Program  and  the  Student 
Services  and  Education  Programs  are  also  assessed  a  4  percent  rate,  and  the  Public  Service 
Commission  and  game  wardens  in  the  Department  of  Fish,  Wildlife,  and  Parks  were  also  exempted. 

Fixed  Costs 

Agencies  are  charged  fees  (called  fixed  costs)  for  a  variety  of  services  provided  by  other  state 
agencies.  The  executive  budget  includes  fixed  costs  for  the  following  services:  Department  of 
Administration  (DofA)  insurance  and  bonds  (62104),  DofA  web  services  (621A7),  DofA  warrant  writing 
fees  (62113),  DofA  payroll  service  fees  (62114),  Legislative  Auditor  audit  fees  (62122),  SABHRS 
(Statewide  Accounting,  Budgeting,  and  Human  Resources  System)  operating  costs  (62148),  DofA 
network  fees  (62174),  messenger  services  (62307),  state  motor  pool  lease  vehicle  (62510),  DofA  rent 
(62527),  capitol  complex  grounds  maintenance  (62770),  and  the  statewide  cost  allocation  plan  (62888). 

Figure  2  shows  the  total  amounts  included  in  the 
budget  for  fixed  costs. 

Insurance  and  Bonds 

The  Risk  Management  and  Tort  Defense  Division 
of  the  DofA  collects  premiums  from  state 
agencies  for:  1)  administration  of  the  self- 
insurance  program,  which  provides  state 
agencies  with  general  liability  and  automobile 
coverage;  and  2)  purchase  of  commercial 
policies  for  state  agency  property,  aircraft,  and  to 
protect  against  the  potential  consequences  of 
other  risks.  Costs  are  allocated  to  agencies 
based  upon  actual  loss  experience  and  inherent 
exposure. 


Figure  2 

Fixed  Costs 

2009  Biennium  (in  millions)* 

Subcommittee.  Agencv 

Function 

Total 

General  Government 

Administration 

Insurance  and  Bonds 

S25.8 

Warrant  Writing  Fees 

2.0 

Payroll  Service  Fees 

1.0 

Data  Network  Services 

272 

SABHRS  Operating 

13.4 

Messenger  Services 

0.4 

Web  Services 

0.4 

Rent  -  Buildings 

16.0 

Grounds  Maintenance 

1.0 

Legislative  Audit  Division 

Audit  Fees 

3.3 

Various 

Statewide  Cost  Allocation 

I6. 

Total 

S96.1 

•Includes  all  funds,  including  funds  outside  of  HB  2. 

Warrant  Writing  Fees 

DofA  provides  warrant  writing  and  direct  deposit  services  for  agency  financial  transactions.  The  costs 
of  these  services  are  allocated  to  agencies  based  upon  actual  utilization  of  the  various  types  of 
transactions  in  the  three  previous  years. 

Payroll  Service  Fees 

The  State  Payroll  Program  in  DofA  prepares  and  distributes  payroll  for  all  state  agencies.  Costs  of 
these  services  are  allocated  to  agencies  based  upon  the  number  of  paychecks  issued  for  each  agency 
per  year. 

Audit  Fees 

The  legislative  Audit  Division  charges  agencies  for  the  costs  of  financial  compliance  audits.  These 
charges  are  included  in  agency  budgets  as  biennial  appropriations  and  allocated  according  to  the 
estimated  number  of  billable  hours  for  each  agency  audit. 
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SABHRS  Operations  Unit 

This  unit  provides  all  operational  support  for  the  Statewide  Accounting,  Budget,  and  Human  Resources 
System  (SABHRS).  Costs  were  allocated  in  the  executive  budget  based  upon  the  number  of  full-time 
equivalent  employees. 

Data  Network  Services 

The  Information  Services  Division  (ISD)  of  DofA  charges  agencies  for  the  technology  network  that 
allows  agency  personal  computers  to  be  attached  to  the  state  mainframe  and,  via  the  mainframe,  to 
other  agency  computers.  Costs  for  this  service  are  allocated  to  agencies  based  upon  the  projected 
number  of  personal  computers  connected  to  the  network  each  year.  A  fixed  monthly  rate  per  computer 
is  used  to  determine  the  overall  agency  charge. 

Messenger  Service 

The  Mail  and  Distribution  Program  in  DofA  charges  state  agencies  for  interagency  mail  pickup  and 
delivery  services.  Costs  for  these  services  are  allocated  to  agencies  based  upon  the  volume  of  mail 
generated  by,  and  number  of  daily  deliveries  to,  each  agency. 

Web  Services 

Beginning  in  FY  2009,  the  executive  proposes  a  separate  rate  be  charged  by  ISTD  for  web  access. 
Costs  would  be  based  on  per  megabyte  of  bandwidth  used  per  month. 

State  Motor  Pool  Lease  Vehicles 

The  state  motor  pool  provides  vehicles  to  agencies  of  state  government  on  a  lease  basis.  Unlike  the 
daily  rental,  the  vehicles  are  located  at  the  agency  location  on  a  permanent  basis.  Agencies 
possessing  the  vehicles  are  assessed  both  a  daily  charge  and  a  per  mile  charge  for  vehicle  usage. 

Rent 

The  General  Services  Division  (GSD)  of  DofA  charges  rent  to  state  agencies  for  costs  relative  to 
maintaining  office  and  warehouse  space  in  the  capitol  complex  buildings  managed  by  GSD.  Included  in 
the  charges  are  utility,  security  and  janitorial  services,  mechanical  maintenance,  and  minor 
maintenance  costs  including  such  items  as  painting,  lighting  and  carpeting.  Warehouse  costs  are 
allocated  to  agencies  based  upon  the  amount  of  square  footage  of  office  warehouse  space  occupied;  a 
fixed  rate  per  square  foot  is  used. 

Grounds  Maintenance 

The  Parks  Division  of  FWP  charges  state  agencies  for  grounds  maintenance  and  snow  removal  at 
capitol  complex  buildings.  Costs  of  these  services  are  allocated  based  upon  the  square  footage  of 
office  space  occupied  by  a  given  agency. 

Statewide/State  Fund  Cost  Allocation  Plan  (SWCAP/SFCAP) 

There  are  two  state  cost  allocation  plan  components  that  are  directly  billed  to  agencies.  Cost 
allocations  are  made  to  collect  funds  for  the  support  of  those  state  government  operating  costs  that 
cannot  be  easily  identified  with  particular  funding  sources.  Collections  are  deposited  to  the  general 
fund  to  offset  a  portion  of  those  costs,  which  would  otherwise  be  supported  entirely  with  general  fund. 
The  two  components  are:  1)  SFCAP  (the  state  fund  costs  allocation  plan),  and  2)  SWCAP  (the 

Legislative  Fiscal  Report  2009  Biennium  150  Legislative  Fiscal  Division 


General  Reference  Budget  Basics 

statewide  cost  allocation  plan).  SFCAP  is  a  direct  charge  to  offset  costs.  SWCAP  is  based  upon  a  rate 
negotiated  by  DofA  each  year  with  the  state's  federal  cognizant  agency  (Health  and  Human  Services). 
Among  the  programs  for  which  operating  costs  are  partially  recovered  through  cost  allocation  plan 
collections  are:  1)  Procurement  and  Printing,  State  Personnel  Division,  and  Accounting/Management 
Support  in  DofA;  2)  a  use  charge  on  construction  and  renovation  of  certain  state  buildings;  and  3) 
budget  management  services  in  the  Office  of  Budget  and  Program  Planning  in  the  Governor's  Office. 
Costs  are  allocated  to  agencies  based  upon  the  following:  a)  Procurement  and  Printing  -  depending 
upon  the  service,  either  requisitions  processed,  total  operating  costs,  or  equal  allocations;  b)  State 
Personnel  -  the  number  of  FTE  authorized  and  classified,  and  the  number  of  union  covered  employees; 
c)  Accounting  and  Management  Support  -  the  number  of  accounting  and  cash  transactions;  and  d) 
OBPP  -  the  number  of  budget  change  documents,  budget  journal  entries,  executive  planning  process 
requests,  and  funding  sources.  Construction  and  renovation  of  certain  state  buildings  is  based  on  a 
user  charge  of  2  percent  of  the  cost. 


Legislative  Fiscal  Report  2009  Biennium  151  Legislative  Fiscal  Division 


TRUST  FUNDS 


INTRODUCTION 

Montana  has  a  number  of  constitutional  and  statutory  trusts  that  provide  interest  income  (over  $74 
million  per  year)  to  fund  state  government  operations.  While  recent  legislatures  eliminated  the  principal 
of  the  education  trust,  slowed  the  flow  of  revenue  into  the  coal  tax  trust,  parks  acquisition  trust,  and  the 
common  school  trust,  and  capped  the  growth  of  the  resource  indemnity  tax  trust,  substantial  balances 
remain,  totaling  $1.4  billion  at  the  end  of  FY  2006.  This  chapter  provides  a  summary  of  legislative 
action  regarding  trust  funds  in  the  last  several  biennia,  and  a  summary  of  each  trust  fund  in  the 
categories  of  constitutional  and  statutory  trusts. 

BACKGROUND  -  RECENT  LEGISLATIVE  ACTION 
1999  Legislature 

The  Fifty-sixth  Legislature  in  the  1999  session  reduced  the  rate  of  growth  in  many  of  the  trusts  by 
passing  legislation  that  redirected  incoming  revenues.  The  Fifty-sixth  Legislature  passed  legislation 
that  reduced  the  FY  2001  ending  fund  balance  for  all  trusts  combined  by  an  estimated  $26  million  when 
compared  with  pre-session  estimates.  The  reduction  in  revenue  growth  was  the  greatest  for  the 
Permanent  Coal  Tax  Trust,  the  Treasure  State  Endowment,  and  the  Common  School  Fund.  The 
legislature  substantially  enhanced  the  revenue  growth  into  the  noxious  weed  trust  and  marginally 
increased  revenue  into  the  Resource  Indemnity  Trust. 

2001  Legislature 

The  Fifty-seventh  Legislature  in  the  2001  session  enacted  several  measures  impacting  state  trust 
funds. 

o  HB  444  appropriated  $990,000  to  the  Department  of  Justice  for  the  2003  biennium  as  a  loan 
from  the  coal  severance  permanent  fund.  The  purpose  of  the  appropriation  was  to  conduct  the 
natural  resource  damage  assessment  and  litigation,  and  to  pursue  Montana's  remaining  natural 
resource  damage  claims,  including  any  appeals,  against  the  Atlantic  Richfield  Company.  This 
results  in  a  loss  of  trust  interest  earning  transfers  to  the  general  fund. 

o  HB  610,  beginning  FY  2004,  reduces  the  amount  of  total  coal  severance  tax  collections 
deposited  in  the  treasure  state  endowment  fund  from  37.5  percent  to  percent  25.0  percent  and 
increases  the  amount  deposited  to  the  permanent  fund  from  0  percent  to  12.5  percent. 

o  The  passage  of  SB  495  resulted  in  the  sale  of  the  common  school  trust's  mineral  production 
rights  and  the  diversion  of  future  royalties  that  would  have  been  deposited  in  the  trust.  As  a 
result  of  the  sale,  the  balance  of  the  common  school  trust  increased  by  $46.4  million,  but  the 
trade-off  was  a  substantial  reduction  in  future  growth  of  the  trust.  For  further  information  and 
analysis  of  SB  495,  contact  the  Legislative  Fiscal  Division  for  a  copy  of  the  two-part  report:  "SB 
495  -  Implementation,  Impacts  and  Implications". 
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o  Because  the  resource  indemnity  trust  reached  the  constitutionally  protected  cap  of  $100  million 
in  FY  2002,  any  amount  in  excess  of  $100  million  becomes  available  for  the  legislature  to 
appropriate.  In  HB  2,  the  legislature  appropriated  all  of  the  estimated  $1.1  million  excess  in  FY 
2003,  thus  reducing  the  trust  balance. 

2003  Legislature 

The  Fifty-eighth  Legislature  in  the  2003  session  enacted  one  measure  impacting  state  trust  funds.  HB 
160  appropriated  $650,000  to  the  Department  of  Justice  for  the  2005  biennium  as  a  loan  from  the  coal 
severance  permanent  fund.  The  purpose  of  the  appropriation  was  to  conduct  the  natural  resource 
damage  assessment  and  litigation,  and  to  pursue  Montana's  remaining  natural  resource  damage 
claims,  including  any  appeals,  against  the  Atlantic  Richfield  Company.  The  resulting  loss  in  transfer  of 
trust  interest  earnings  to  the  general  fund  was  projected  at  $21,807  in  FY  2004  and  $44,135  in  FY 
2005. 

2005  Legislature 

The  Fifty-ninth  Legislature  in  the  2005  session  enacted  several  measures  that  affect  state  trust  funds: 

1.  HB  9  -  This  transferred  $3,912,500  from  the  general  fund  to  the  cultural  protection  trust  fund  at  the 
beginning  of  FY  2006,  resulting  in  a  larger  balance  that  generates  additional  earnings  of  $200,280 
in  FY  2006  and  $21 1 ,097  in  FY  2007. 

2.  HB  201  -  The  Department  of  Justice  has  been  appropriated  the  unexpended  amount  from  the 
$650,000  of  loan  proceeds  appropriated  by  the  2003  legislature  for  the  2005  biennium  from  the  coal 
severance  tax  permanent  fund.  The  unexpended  amount  is  estimated  to  be  $440,000.  The 
purpose  of  the  loan  and  appropriation  is  to  conduct  the  natural  resource  damage  assessment  and 
litigation,  and  to  pursue  Montana's  remaining  natural  resource  damage  claims  and  any  appeals 
against  the  Atlantic  Richfield  Company.  Because  the  removal  of  the  money  from  the  trust  results  in 
a  smaller  invested  balance,  the  resulting  loss  in  transfers  of  trust  interest  earnings  to  the  general 
fund  is  expected  to  be  $13,706  in  FY  2006  and  $27,324  in  FY  2007. 

3.  House  Bill  249  -  Beginning  FY  2006,  the  25  percent  of  remaining  coal  severance  tax  revenue  (after 
deposits,  if  any,  in  the  coal  tax  bond  fund  and  the  school  bond  contingency  loan  fund)  that 
previously  had  been  deposited  in  the  coal  severance  tax  permanent  fund  (12.5%  of  total  revenue), 
is  now  deposited  in  the  new  Big  Sky  Economic  Development  fund  within  the  coal  trust.  On  July  1, 
2005,  $20.0  million  of  fund  balance  in  the  permanent  trust  fund  was  transferred  to  the  Big  Sky 
Economic  Development  fund.  Interest  earnings  from  this  new  fund  are  statutorily  appropriated  to 
the  Department  of  Commerce  for  grants  and  loans  to  local  governments  for  economic  development 
projects  and  to  certified  regional  development  corporations.  Money  not  spent  for  administration 
must  be  allocated:  1)  75  percent  to  local  governments  for  job  creation  efforts;  and  2)  25  percent  to 
certified  regional  development  corporations  and  economic  development  organizations.  The 
elimination  of  all  deposits  to  the  permanent  fund  and  the  one-time  $20.0  million  reduction  in  fund 
balance  result  in  a  loss  in  transfers  of  trust  interest  earnings  to  the  general  fund  of  $1 ,338,000  in  FY 
2006  and  $1,581,000  in  FY  2007.  State  special  revenue  increases  by  the  same  amounts. 

2007  Legislature 

The  Sixtieth  Legislature  in  the  2007  session  enacted  five  measures  that  affect  state  trust  funds: 

1.    HB  9  -  The  legislation  transfers  $1.5  million  from  the  general  fund  to  the  cultural  protection  trust 

fund  at  the  beginning  of  FY  2008,  resulting  in  a  larger  balance  that  generates  additional  earnings  of 

$83,129  in  FY  2008  and  $83,282  in  FY  2009. 
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2.  HB  298  -  For  the  2009  biennium,  the  Department  of  Justice  is  appropriated  the  unexpended 
amount  from  the  $650,000  of  loan  proceeds  appropriated  by  the  2003  legislature  from  the  coal 
severance  tax  permanent  fund.  The  unexpended  amount  is  estimated  to  be  $400,000.  The 
purpose  of  the  loan  and  appropriation  is  to  conduct  the  natural  resource  damage  assessment  and 
litigation,  and  to  pursue  Montana's  remaining  natural  resource  damage  claims  and  any  appeals 
against  the  Atlantic  Richfield  Company.  Because  the  removal  of  the  money  from  the  trust  results  in 
a  smaller  invested  balance,  the  resulting  loss  in  transfers  of  trust  interest  earnings  to  the  general 
fund  is  expected  to  be  $1 1 ,320  in  FY  2008  and  $22,640  in  FY  2009. 

3.  HB  269  -  The  legislation  transfers  $5.0  million  from  the  general  fund  to  the  noxious  weed 
management  trust  fund  at  the  beginning  of  FY  2008. 

4.  HB  160  -  Unauthorized  diversions  for  Department  of  Natural  Resources  and  Conservation 
administrative  costs  are  reimbursed  to  the  common  school  trust  fund  through  transfers  from  the 
general  fund  to  the  trust.  These  transfers  result  in  a  total  deposit  of  $14,847  in  FY  2008. 

5.  HB  37  -  The  Department  of  Natural  Resources  and  Conservation  is  allowed  to  control  noxious 
weeds  on  state  land  and  to  bill  the  lessee,  permittee  or  licensee  for  the  cost.  A  penalty  of  50 
percent  of  the  total  cost  is  to  be  assessed.  Revenue  from  the  penalty  is  deposited  in  the  applicable 
land  trust.  An  estimated  $125  each  year  will  be  deposited  to  the  common  school  trust  fund. 
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MAJOR  TRUST  FUNDS 


Overview 


Figures  1  and  2  show  the  history  of  the  11  major  trusts  since  FY  1973.  Forecast  amounts  are  shown 
for  FY  2007,  2008  and  2009,  and  are  based  on  assumptions  contained  in  the  revenue  estimating 
resolution  (HJ  2)  and  on  enacted  revenue  legislation.  Following  is  a  description  of  each  trust  and  the 
income  it  generates.  Also  shown  are  expected  interest  earnings  from  each  trust  in  FY  2007,  2008,  and 
2009. 
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418,539,230 

0 

100,023,109 

17,442,140 

8,533,199 

4,735,721 

30,736,730 

68,216,010 

24,799,123 

1363,812,840 

Fund  Balance  Forecast 

F 

07 

542,784,000 

157,144,000 

425,076,000 

0 

100,023,000 

17,907,000 

8,764,000 

4,736,000 

35307,000 

78,872,000 

29,369,000 

1,399,982,000 

F 

08 

542,584,000 

166,628,000 

426,515,972 

0 

100,023,000 

18,386,000 

10,502,000 

9,736,000 

40,049,000 

93,349,000 

34,111,000 

1,441,883,972 

F 

09 

542,384,000 

175,273,000 

427,956,097 

0 

100,023,000 

18,845,000 

10,730,000 

9,736.000 

44,371,000 

108,419,000 

38,433,000 

1,476,170,097 

Investment  Earnings  Forecast 

A 

05 

36,751,940 

8,481,564 

24,991,000 

0 

6,247,097 

1,100,104 

318,333 

224,600 

1,396,302 

3,202,336 

0 

82,713,276 

A 

06 

31,106,170 

8,038,515 

21,896,000 

0 

5,915,563 

971,827 

447,040 

257,249 

1,527,443 

3387,527 

1,193,690 

74,741,024 

F 

07 

29,959,000 

8.434,000 

21.287.000 

0 

5,645,000 

983,000 

483,000 

257,000 

1,823,000 

3,939,000 

1,455.000 

74.265,000 

F 

08 

29,915,680 

8,950,000 

21,488,000 

0 

5,646,000 

1.009,000 

579,129 

529,000 

2,082,000 

4,567,000 

1,716,000 

76,481,809 

F 

09 

29.922.360 

9.489,000 

21.604,000 

0 

5,658,000 

1,036,000 

593,282 

529,000 

2.348,000 

5,413,000 

1.982.000 

78,574,642 
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Figure  2 

Title 
Cumulative  Balances  of  Trust  Funds 


SJ.IKKI 


Fiscal  Year 
Economic   ■  Tobacco    ■  Water    ■  Noxious    ■  Cultural    L  Parks    ■  RIT    L  Education    ■  Common  School    ■  Treasure    ■  Permanent 


Various  restrictions,  either  constitutional  or  statutory,  prohibit  or  restrict  the  expenditure  of  all  or  a 
portion  of  trust  fund  balances.  For  example,  the  Montana  Constitution  prohibits  expenditure  of  money 
in  the  resource  indemnity  tax  trust  until  the  balance  reaches  $100  million.  Since  the  balance  of  this 
trust  is  at  this  limit,  any  additional  trust  balance  can  be  spent.  Figure  3  shows  the  10  active  trust  funds, 
their  fiscal  2006  balances,  and  the  restrictions  for  spending  the  balances. 


Figure  3 

Selected  Trust  Funds 

Balances 

and  Restrictions 

Fiscal  20(16 

I  '.  |>.   ill  RestrU  tii  'in  1  rusl  1  i.m.I 

Balance 

Restrictions 

Statutory 

Parks  Acquisition  Trust 

$17,442,140 

None 

Cultural  Trust 

8.533.199 

None 

Subtotal 

$25,975,339 

Constitutional 

Permanent  Coal  Severance  Tax  Trust 

S542.783.877 

Imiolate.  except  by  3/4  vote  of  each  house 

Common  School  Trust 

418,539.230 

Inviolate,  guaranteed  by  state  against  loss  or  diversion 

1  leisure  Stale  Kndovvmenl  Trust 

148.003,701 

Inviolate  except  hv  1/4  vote  Ol  each  house 

Resource  Indemnity  Tax  Trust 

100.023.109 

Inviolate,  $100 million  guaranteed  bj  state  against  lossoi  diversion 

Tobacco  Settlement  Trust 

68.216.010 

Inviolate,  except  by  2/3  vote  of  each  house 

I  st  Regional  Watei  System  Trust 

30.736,730 

Inviolate,  except  by  3/4  vote  of  each  house 

I.conomic  Development  Trust 

24.799.123 

Inviolate,  except  by  3/4  vote  of  each  house 

Noxious  Weed  Management 

4.735.721 

SKI  million  inviolate,  except  by  3/4  vote  of  each  house 

Subtotal 

SI. 337.837.501 

Total 

SI.  363.8 12.840 
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Constitutional  Trusts 

Permanent  Coal  Tax  Trust 

Article  IX,  Section  5  of  the  Montana  Constitution  requires  that  at  least  50  percent  of  all  coal  severance 
tax  revenue  be  deposited  in  a  permanent  coal  tax  trust  fund,  and  that  the  principal  of  the  trust  "shall 
forever  remain  inviolate  unless  appropriated  by  a  vote  of  three-fourths  of  the  members  of  each  house  of 
the  legislature."  By  statute,  interest  earned  on  this  trust  that  is  not  earmarked  for  other  programs  is 
distributed  100  percent  to  the  general  fund.  As  described  below,  some  of  the  interest  earned  on  the 
trust  is  earmarked  for  other  programs. 

The  interest  earned  on  the  permanent  coal  tax  trust  fund  is  an  important  general  fund  revenue  source. 
During  the  period  of  FY  1981  through  FY  2004,  $821.9  million  in  interest  from  this  trust  was  deposited 
in  the  combined  general  fund/school  equalization  account  (SEA).  In  FY  2004,  permanent  coal  tax  trust 
fund  interest  provided  2.5  percent  of  total  revenue  to  the  general  fund. 

Initiative  95,  approved  by  voters  in  1982,  required  that  25  percent  of  the  revenue  deposited  in  the 
permanent  coal  tax  trust  after  June  30,  1983,  be  placed  in  the  in-state  investment  trust  fund  for 
investment  in  the  Montana  economy  "with  special  emphasis  on  investments  in  new  or  expanding  locally 
owned  enterprises."  The  1991  legislature:  1)  eliminated  separate  accounting  for  the  in-state 
investment  trust;  and  2)  instructed  the  Board  of  Investments  to  "endeavor  to  invest  up  to  25  percent  of 
the  permanent  coal  tax  trust  fund"  in  the  Montana  economy. 

The  1989  and  1991  Legislatures  gave  authority  to  the  Montana  Science  and  Technology  Alliance 
(MSTA)  for  the  use  of  $12.5  million  from  the  in-state  investment  fund  for  investment  in  new  and 
expanding  technology-based  Montana  businesses  and  for  research  and  development  project  loans. 
The  1993  Legislature  authorized  MSTA  to  invest  an  additional  $11.0  million  from  the  in-state 
investment  program. 

The  payback  of  principal  from  MSTA  loans  returns  to  the  trust.  Before  July  1,  1993,  the  interest  from 
MSTA  loans  was  distributed  in  the  same  manner  as  other  interest  earned  on  the  permanent  coal  tax 
trust  fund.  HB  394,  enacted  by  the  1993  Legislature,  created  a  special  revenue  account  into  which  all 
interest  earned  from  MSTA  loans  is  deposited  and  from  which  MSTA  expenses  will  be  paid,  with  the 
balance  returning  to  the  trust. 

The  1991  Legislature  also  appropriated  $3.3  million  from  the  permanent  coal  tax  trust  fund  for  the 
Microbusiness  Development  Act.  These  funds  provided  capital  to  microbusiness  development 
corporations  that  provide  loans  and  technical  assistance  to  qualified  small  businesses.  Interest 
earnings  and  loan  repayments  were  retained  by  the  program  to  finance  administrative  costs  and  future 
loans. 

During  the  January  1992  Special  Session,  the  legislature  authorized  the  creation  of  a  school  bond 
contingency  loan  fund  within  the  permanent  coal  tax  trust  fund.  The  contingency  fund  provided  up  to 
$25.0  million  in  loan  guarantees  for  school  district  bonds  certified  by  the  Department  of  Administration 
as  meeting  certification  standards,  but  for  which  subsequent  litigation  prevents  collection  of  property 
taxes  levied  for  debt  service.  School  districts  are  required  to  repay  any  guarantee  funds  used.  Interest 
on  the  contingency  fund  is  distributed  in  the  same  manner  as  all  other  interest  earned  on  the 
permanent  coal  tax  trust  fund.  The  provisions  of  this  legislation  expired  on  January  1 ,  1993.  HB  667, 
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passed  during  the  1993  Legislative  Session,  provides  Guaranteed  Tax  Base  (GTB)  aid  to  certain 
schools  with  bonds  outstanding  or  bond  issues  contemplated.  The  source  of  funding  for  GTB  aid  was 
the  school  equalization  account  (SEA).  The  contingency  fund  will  continue  to  exist  until  calendar  2012 
when  the  bonds  will  be  retired.  At  the  end  of  FY  2003,  all  school  districts  with  loans  backed  by  the 
state  had  refinanced  their  debt  and  the  state  no  longer  secures  the  bonds  issued  by  the  Department  of 
Administration.  In  FY  2003,  all  reserves  in  the  contingency  fund  were  distributed  to  the  treasure  state 
endowment  fund  and  the  treasure  state  endowment  regional  water  fund. 

In  the  June  1992  election,  voters  approved  a  referendum  to  create  the  treasure  state  endowment  fund 
(TSEF)  within  the  permanent  coal  tax  trust  fund.  The  fund  received  a  $10.0  million  grant  from  the  trust 
principal  in  FY  1994  and  will  receive  half  the  funds  deposited  in  the  trust  during  FY  1995  through  FY 
2013.  Interest  earned  on  the  TSEF  is  used  to  finance  local  infrastructure  projects,  as  prioritized  by  the 
Departments  of  Commerce  and  Natural  Resources  and  Conservation,  and  authorized  by  the 
legislature. 

During  the  November  1993  Special  Session,  the  legislature  authorized  SB  4  that  required  the  cash 
balance  in  the  coal  tax  bond  fund  as  of  July  1,  1993  be  deposited  in  the  permanent  coal  tax  trust  fund. 
The  total  amount  transferred  was  $31.1  million.  SB  4  also  changed  the  distribution  mechanism  by 
requiring  the  50  percent  coal  severance  tax  revenue  allocation  be  deposited  in  the  TSEF  and  the 
permanent  coal  tax  trust  fund  on  an  equal  basis.  Prior  to  SB  4,  coal  severance  tax  revenue  earned  on 
production  taking  place  beginning  July  1,  1993,  was  to  have  been  deposited  in  TSEF.  In  the  following 
fiscal  year,  one-half  of  the  previous  year's  inflow  was  to  have  been  deposited  in  the  permanent  coal  tax 
trust  fund,  and  the  TSEF  was  to  retain  the  rest.  Without  SB  4,  the  permanent  coal  tax  trust  fund  would 
not  have  received  any  coal  severance  tax  revenue  during  FY  1994. 

The  1993  Legislature  passed  HB  401,  which  authorized  a  loan  to  the  Department  of  Environmental 
Quality  (DEQ)  from  the  permanent  coal  tax  trust  fund  for  technical,  litigation,  and  administrative 
expenses  associated  with  the  natural  resource  damage  litigation  suit  against  the  Atlantic  Richfield 
Company  in  the  Clark  Fork  River  Basin.  The  amount  of  the  loan  was  $2.6  million  for  the  1 995  biennium 
and  $5.2  million  to  repay  principal  and  interest  to  the  general  fund  for  litigation  costs  incurred  in  the 
1993  biennium.  As  of  December  1994,  $6.3  million  had  been  withdrawn  from  the  permanent  coal  tax 
trust  to  pay  for  litigation  expenses.  Since  then,  the  case  has  been  settled  and  money  returned  to  the 
permanent  trust  (see  the  write-up  of  HB  1 10  enacted  by  the  1997  Legislature). 

1995  Legislative  Action 

HB  305  authorized  a  loan  to  the  Department  of  Justice  from  the  permanent  coal  tax  trust  for  the 
purpose  of  conducting  the  litigation  and  natural  resource  claims  against  the  Atlantic  Richfield  Company 
in  the  Clark  Fork  River  Basin.  The  amount  of  the  loan  was  $2.4  million  for  the  1997  biennium.  The  bill 
also  extended  loans  made  for  the  same  purpose  during  the  1995  biennium. 

HB  354  expanded  appropriations  for  the  Microbusiness  Financing  Act,  which  provides  loans  to 
businesses  employing  less  than  ten  employees  and  generating  less  than  $500,000  in  gross  revenue 
annually.  The  expansion  of  this  program  doubled  the  previous  appropriation  to  $3.25  million  of 
investable  coal  tax  trust  funds  made  available  to  the  Microbusiness  Finance  Program  in  the  Department 
of  Commerce.  Beginning  July  1,  1995,  HB  354  also  increased  maximum  loan  amounts  per  individual 
loan  from  $20,000  to  $35,000.  The  program  provides  financing  for  working  capital  assets  and  fixed 
asset  acquisition,  with  more  flexible  repayment  terms  than  those  offered  by  commercial  institutions. 
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Payback  of  interest  and  principal  of  the  loan  amounts  are  used  for  administrative  purposes  and  for 
financing  new  microbusiness  loans. 

SB  38  authorized  the  Job  Investment  Act  under  which  the  Department  of  Commerce  may  loan  a  portion 
of  the  permanent  coal  tax  trust  to  businesses  to  create  and  retain  jobs  in  Montana.  A  loan  to  a  qualified 
business  may  not  exceed  $500,000,  and  the  department  is  to  report  annually  to  the  Revenue  and 
Taxation  Committee.  The  legislation  also  reduced  the  amount  of  permanent  coal  tax  trust  funds  that 
the  Board  of  Investments  allows  the  Montana  Board  of  Science  and  Technology  Development  to  invest 
in  seed  capital  loans  and  mezzanine  loans  from  $15.5  million  to  $12.5  million.  The  bill  also  increased 
the  amount  of  permanent  coal  tax  trust  funds  available  for  research  and  development  projects  from 
$8.1  million  to  $11.1  million.  In  the  past,  these  funds  were  used  primarily  as  loans  to  the  University 
System.  Under  SB  38,  these  funds  were  granted  to  the  University  System  for  research  and 
development  projects. 

SB  83  abolished  the  distribution  of  coal  trust  interest  to  the  SEA.  Under  previous  law,  15  percent  of 
coal  trust  interest  earnings  were  deposited  in  the  SEA  and  85  percent  in  the  general  fund.  As  a  result 
of  SB  83,  100  percent  of  coal  trust  interest  earnings  are  deposited  in  the  general  fund  in  FY  1996  and 
beyond. 

1997  Legislative  Action 

HB  110  appropriated  $2.5  million  to  the  Department  of  Justice  in  state  special  revenue  to  be  used  for 
continuing  litigation  expenses  associated  with  the  Atlantic  Richfield  case.  The  appropriation  was  for 
expenses  incurred  during  the  1999  biennium,  and,  upon  settlement  of  the  case,  the  amount  used  plus 
interest  was  to  be  returned  to  the  general  fund.  The  case  was  settled  in  June  of  1998  for  $215  million. 
On  June  24,  1998,  $15  million  was  deposited  into  Short-Term  Investment  Pool  (STIP)  for  payment  to 
the  permanent  trust  and  the  general  fund.  In  the  middle  of  October  1998,  $12.2  million  was  transferred 
to  the  permanent  trust,  including  $9.8  million  in  principal  and  $2.4  million  in  interest.  In  the  middle  of 
November  1998,  $1.9  million  was  transferred  to  the  general  fund.  This  transfer  consisted  of  principal 
($1.4  million)  and  interest  ($0.5  million),  and  constituted  repayment  of  general  fund  loans  going  back  to 
FY  1983  when  the  case  began. 

The  legislature  amended  the  allocation  of  coal  severance  taxes  under  15-35-108,  MCA.  In  HB  14,  the 
1997  Legislature  authorized  the  issuance  of  general  obligation  bonds  to  fund  the  purchase  of  Virginia 
City  and  Nevada  City  properties.  In  HB  5,  the  legislature  allocated  1.3  percent  of  coal  severance  tax 
revenue  to  pay  the  debt  service  on  the  bonds,  which  have  a  term  of  ten  years.  Coal  tax  revenue  will  be 
distributed  to  the  Long-Range  Building  Program  (LRBP)  debt  service  account  for  FY  1998  through 
2007.  This  allocation  diverts  coal  severance  tax  revenue  that  would  otherwise  be  deposited  in  the 
general  fund.  Based  on  revenue  estimates  in  HJR  2,  this  change  in  allocation  resulted  in  a  loss  to  the 
general  fund  of  $0.5  million  in  FY  1998  and  1999.  Once  the  ten-year  period  has  expired,  the  1.3 
percent  allocation  will  revert  to  the  general  fund. 

HB  5  also  eliminated  the  0.63  percent  distribution  of  coal  severance  tax  to  the  cultural  and  aesthetic 
(C&A)  trust  during  the  1999  biennium  only.  The  legislature  appropriated  $3.9  million  from  the  cultural 
trust  for  the  immediate  purchase  of  Virginia  City  and  Nevada  City.  This  appropriation  resulted  in  a  loss 
of  trust  interest  revenue  that  otherwise  would  have  been  used  to  fund  C&A  projects  during  the  1999 
biennium.  In  order  to  compensate  for  the  lost  interest,  the  legislature  allocated  0.87  percent  of  coal 
severance  tax  revenue  to  the  C&A  projects  account  and  eliminated  the  0.63  percent  of  coal  severance 
tax  revenue  that  had  been  deposited  in  the  cultural  trust.    The  remaining  0.24  percent  of  coal  taxes 
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allocated  to  the  C&A  project  account  was  previously  part  of  the  flow  into  the  general  fund.  Based  on 
revenue  estimates  in  HJR  2,  this  part  of  HB  5  resulted  in  a  loss  to  the  general  fund  of  $91,736  and 
$93,195  for  FY  1998  and  1999,  respectively.  After  the  1999  biennium,  similar  amounts  of  coal 
severance  tax  revenue  were  diverted  from  the  C&A  projects  account  and  again  flowed  to  the  general 
fund. 

HB  578  abolished  the  Montana  Board  of  Science  and  Technology  beginning  July  1,  1999.  The  amount 
of  money  committed  for  research  and  development  ($11.1  million)  and  for  seed  capital  loans  ($12.5 
million)  was  disbursed  until  July  1,  1999.  Any  money  under  these  caps  that  had  not  been  committed, 
except  for  $915,000,  was  returned  to  the  coal  tax  trust.  The  board  continued  to  provide  seed  capital 
loans  of  up  to  $700,000  to  existing  seed  capital  companies  until  July  1,  1999  or  until  an  amount  of 
$915,000  was  reached.  However,  up  to  $75,000  could  have  been  used  for  administrative  expenses. 
Beginning  April  1,  1997,  the  proceeds  from  seed  capital  loans  must  be  deposited  in  the  coal  tax  trust. 
However,  during  FY  1998,  $250,000  of  seed  capital  income,  as  well  as  $150,000  of  job  investment  loan 
income,  was  used  to  fund  the  judges'  retirement  system.  Also  beginning  April  1,  1997,  and  ending  July 
1,  1999,  up  to  $2.0  million  in  income  and  interest  from  research  and  development  loans  at  Montana 
public  universities  was  authorized  to  be  granted  to  research  and  development  (R&D)  projects  at  the 
universities.  After  July  1,  1999,  all  repayment  proceeds  from  both  seed  capital  loans  and  R&D  loans  in 
excess  of  $4.4  million  must  be  deposited  in  the  coal  severance  tax  permanent  fund. 

1999  Legislative  Action 

Beginning  July  1,  1999,  HB  260  imposed  a  new  coal  license  tax  on  the  contract  sales  price  of  coal  and 
reduced  the  coal  severance  tax  liability  for  coal  producers  by  allowing  a  credit  against  the  coal 
severance  tax  in  the  amount  of  101.5  percent  of  the  coal  license  tax  liability.  Thus,  coal  producers 
would  realize  a  reduction  of  1.5  percent  in  the  tax  liability  on  coal  production.  The  total  reduction  in  coal 
severance  tax  collections  was  estimated  at  $20.7  million  in  FY  2000  and  $19.6  million  in  FY  2001.  The 
new  coal  license  tax  was  estimated  to  generate  $20.4  million  in  FY  2000  and  $19.3  million  in  FY  2001. 
The  legislation,  in  combination  with  HB  69  and  SB  220,  provided  a  new  distribution  of  coal  severance 
taxes  and  specified  a  distribution  for  the  new  coal  license  tax.  Under  the  new  distribution,  none  of  the 
coal  severance  revenue  would  have  been  distributed  to  the  permanent  trust.  Instead,  37.5  percent  of 
the  reduced  coal  severance  tax  revenue  stream  would  have  been  deposited  in  the  treasure  state 
endowment  trust  fund,  and  12.5  percent  would  have  been  deposited  in  a  new  TSEF  regional  water 
system  account  (SB220).  The  remaining  distribution  of  the  coal  severance  tax  would  be  deposited  as 
under  previous  law,  except  that  the  amount  (1.3  percent)  to  long  range  building  program  debt  service 
would  have  been  directly  deposited  in  the  general  fund  as  per  HB  69.  Coal  severance  tax  revenue 
deposited  in  the  permanent  fund  would  be  reduced  by  $8.3  million  in  FY  2000  and  by  $7.9  million  in  FY 
2001.  None  of  the  new  coal  license  tax  would  have  been  allocated  to  the  permanent  fund.  Coal 
severance  tax  revenue  deposited  in  the  TSEF  would  have  been  reduced  by  $3.6  million  in  FY  2000  and 
$3.4  million  in  FY  2001.  The  revenue  diversions  in  each  trust,  as  well  as  some  of  the  revenue  from  the 
new  coal  license  tax,  would  have  been  deposited  into  spendable  accounts  used  for  ongoing  projects 
and  payments  associated  with  infrastructure  loans  and  grants,  agricultural  seed  capital,  and  research 
and  commercialization  loans  and  grants. 

However,  on  January  20,  2000,  the  Montana  Supreme  Court  found  that  HB  260  violated  Article  IX, 
Section  5,  of  the  Montana  Constitution  and  enjoined  enforcement  of  the  new  coal  producer's  license 
tax.  This  rendered  most  of  the  legislation  and  appropriations  meaningless.  The  decision  did  not  affect 
the  establishment  of  the  research  and  commercialization  expendable  trust.    Coordination  with  SB  220 
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also  was  not  affected,  allowing  the  establishment  of  the  treasure  state  endowment  regional  water 
system  trust  and  the  distribution  of  coal  severance  tax  to  the  trust,  and  the  TSEF  remain  intact. 

HB  69  eliminated  the  distribution  of  coal  severance  tax  revenue  to  the  long  range  building  debt  service 
account  that  was  used  to  pay  bonds  issued  for  the  purchase  of  Virginia  City  and  Nevada  City 
properties.  Beginning  July  1,  1999,  the  revenue  is  deposited  in  the  general  fund  and  the  bond  service 
payments  are  made  by  the  general  fund. 

Beginning  July  1,  1999,  SB  220  created  a  new  treasure  state  endowment  regional  water  system  fund 
into  which  is  deposited  25  percent  of  one-half  of  all  coal  severance  receipts.  The  other  75  percent  of 
one-half  of  coal  severance  receipts  flows  into  TSEF. 

2001  Legislative  Action 

The  Fifty-seventh  Legislature  in  the  2001  session  enacted  HB  444  that  appropriated  $990,000  for  the 
2003  biennium  to  the  Department  of  Justice  as  a  loan  from  the  coal  severance  permanent  fund.  The 
purpose  of  the  appropriation  is  to  conduct  the  natural  resource  damage  assessment  and  litigation,  and 
to  pursue  Montana's  remaining  natural  resource  damage  claims,  and  any  appeals  against  the  Atlantic 
Richfield  Company.  The  resulting  loss  in  transfers  of  trust  interest  earnings  to  the  general  fund  was  an 
estimated  $17,573  in  FY  2002  and  $52,718  in  FY  2003.  Any  reimbursements  received  had  to  be 
deposited  in  the  coal  severance  tax  permanent  fund.  The  legislation  required  a  three-quarters  vote  of 
each  house  of  the  legislature. 

Beginning  FY  2004,  HB  610  reduced  the  amount  of  total  coal  severance  tax  collections  deposited  in  the 
treasure  state  endowment  fund  from  37.5  percent  to  percent  25.0  percent,  and  increased  the  amount  of 
total  collections  deposited  to  the  permanent  fund  from  0  percent  to  12.5  percent.  These  changes 
resulted  in  greater  interest  earnings  for  the  general  fund  and  lower  interest  earnings  for  Treasure  State 
Endowment  Program  beginning  FY  2004. 

In  conjunction  with  HB  41 ,  SB  495  changes  the  portion  of  school  funding  provided  by  the  common 
school  trust.  The  main  points  of  the  legislation  are: 

o     Interest  and  income  from  the  common  school  trust  are  deposited  to  a  subfund  of  the  general 

fund  called  the  guarantee  account 
o    The  Department  of  Natural  Resources  and  Conservation  was  authorized  to  purchase  the 

mineral  production  rights  from  the  common  school  trust 
o    A  loan  of  up  to  $75  million  from  the  coal  severance  trust  permanent  fund  was  authorized  to 

purchase  the  mineral  production  rights  and  deposited  in  the  common  school  trust  (the  actual 

transaction  was  $46.4  million) 
o    Any  mineral  royalties  from  the  purchased  rights  are  deposited  to  the  guarantee  account 
o    After  principal  and  interest  payments  on  the  loan  used  to  purchase  the  mineral  production  rights 

are  paid,  the  remaining  money  in  the  guarantee  account  is  available  for  distribution  to  school 

districts 
o    Upon  electorate  approval  of  a  constitutional  amendment  (contained  in  SB  493),  the  public 

school  trust  may  be  invested  in  private  corporate  capital  stock  (the  electorate  did  not  approve 

this  measure) 

Although  it  was  estimated  that  the  cost  of  the  mineral  production  rights  would  be  $37.4  million,  the 
actual  amount  loaned  from  the  coal  severance  permanent  fund  was  $46.4  million.  It  is  estimated  that 
the  loss  of  interest  earnings  that  would  have  been  deposited  to  the  general  fund  is  $3.2  million  in  each 
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year  of  the  2005  biennium.  The  legislation  required  a  three-quarters  vote  of  each  house  of  the 
legislature. 

Coal  tax  revenue  flowing  into  the  permanent  coal  tax  trust  fund  is  also  used  to  secure  state  bonds 
issued  to  finance  water  resource  development  projects  and  activities. 

Coal  tax  revenue  is  first  deposited  into  the  school  bond  contingency  loan  fund  within  the  permanent 
coal  tax  trust  fund.  The  contingency  fund  provides  up  to  $25.0  million  in  loan  guarantees  for  school 
district  bonds  certified  by  the  Department  of  Administration  as  meeting  certification  standards,  but  for 
which  subsequent  litigation  prevents  collection  of  property  taxes  levied  for  debt  service.  The 
contingency  fund  has  provided  backing  for  $24.6  million  in  school  bonds  for  16  schools.  The  average 
balance  in  the  contingency  fund  has  been  slightly  more  than  $2.0  million.  At  the  end  of  FY  2003,  all 
schools  districts  with  loans  backed  by  the  state  had  refinanced  their  debt  and  the  state  no  longer 
secures  the  bonds  issued  by  the  Department  of  Administration.  In  FY  2003,  all  reserves  in  the 
contingency  fund  were  distributed  to  the  treasure  state  endowment  fund  and  the  treasure  state 
endowment  regional  water  fund. 

In  the  August  2002  special  legislative  session,  the  legislature  passed  HB  4  and  HB  7.  Combined,  these 
bills  changed  the  guarantee  account  from  a  subfund  in  the  general  fund  to  a  state  special  revenue  fund 
and  statutorily  appropriated  the  money  for  schools. 

2003  Legislative  Action 

HB  160  appropriated  $650,000  to  the  Department  of  Justice  for  the  2005  biennium  as  a  loan  from  the 
coal  severance  permanent  fund.  The  purpose  of  the  appropriation  was  to  conduct  the  natural  resource 
damage  assessment  and  litigation  and  to  pursue  Montana's  remaining  natural  resource  damage 
claims,  including  any  appeals,  against  the  Atlantic  Richfield  Company.  The  resulting  loss  in  transfers  of 
trust  interest  earnings  to  the  general  fund  was  projected  at  $21,807  in  FY  2004  and  $44,135  in  FY 
2005.  Any  reimbursements  received  must  be  deposited  in  the  coal  severance  tax  permanent  fund.  The 
legislation  required  a  three-quarters  vote  of  each  house  of  the  legislature. 

2005  Legislative  Action 

HB  201  appropriated  the  unexpended  amount  of  the  $650,000  loan  proceeds  (estimated  to  be 
$440,000)  from  the  coal  severance  tax  permanent  fund  appropriated  by  the  2003  Legislature  to  the 
Department  of  Justice.  The  purpose  of  the  loan  and  appropriation  is  to  conduct  the  natural  resource 
damage  assessment  and  litigation  and  to  pursue  Montana's  remaining  natural  resource  damage  claims 
and  any  appeals  against  the  Atlantic  Richfield  Company.  Because  the  removal  of  the  money  from  the 
trust  results  in  a  smaller  invested  balance,  the  resulting  loss  in  transfers  of  trust  interest  earnings  to  the 
general  fund  was  expected  to  be  $13,706  in  FY  2006  and  $27,324  in  FY  2007. 

House  Bill  249  -  Beginning  FY  2006,  the  25  percent  of  remaining  coal  severance  tax  revenue  (after 
deposits,  if  any,  in  the  coal  tax  bond  fund  and  the  school  bond  contingency  loan  fund)  that  previously 
had  been  deposited  in  the  coal  severance  tax  permanent  fund  (12.5%  of  total  revenue),  is  deposited  in 
the  new  Big  Sky  Economic  Development  fund  within  the  coal  trust.  On  July  1,  2005,  $20.0  million  of 
fund  balance  in  the  permanent  trust  fund  was  transferred  to  the  Big  Sky  Economic  Development  fund. 
Interest  earnings  from  this  new  fund  are  statutorily  appropriated  to  the  Department  of  Commerce  for 
grants  and  loans  to  local  governments  for  economic  development  projects  and  to  certified  regional 
development  corporations.  Money  not  spent  for  administration  must  be  used:  1)  75  percent  to  local 
governments  for  job  creation  efforts;  and  2)  25  percent  to  certified  regional  development  corporations 
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and  economic  development  organizations.  The  elimination  of  all  deposits  to  the  permanent  fund  and 
the  one-time  $20.0  million  reduction  in  fund  balance  result  in  an  expected  loss  in  transfers  of  trust 
interest  earnings  to  the  general  fund  of  $1,338,000  in  FY  2006  and  $1,581,000  in  FY  2007.  State 
special  revenue  increases  by  the  same  amounts. 

2007  Legislative  Action 

For  the  2009  biennium,  HB  298  appropriates  to  the  Department  of  Justice  the  unexpended  amount 
from  the  $650,000  of  loan  proceeds  appropriated  by  the  2003  legislature  from  the  coal  severance  tax 
permanent  fund.  The  unexpended  amount  is  estimated  to  be  $400,000.  The  purpose  of  the  loan  and 
appropriation  is  to  conduct  the  natural  resource  damage  assessment  and  litigation,  and  to  pursue 
Montana's  remaining  natural  resource  damage  claims  and  any  appeals  against  the  Atlantic  Richfield 
Company.  Because  the  removal  of  the  money  from  the  trust  results  in  a  smaller  invested  balance,  the 
resulting  loss  in  transfers  of  trust  interest  earnings  to  the  general  fund  is  expected  to  be  $1 1 ,320  in  FY 

2008  and  $22,640  in  FY  2009. 

Common  School  Trust 

Article  X,  Sections  2  and  3  of  the  Montana  Constitution  require  that  all  royalties  and  other  proceeds 
received  from  school  lands  granted  to  the  state  under  the  federal  enabling  act  must  be  deposited  in  the 
common  school  trust  fund  and  "shall  forever  remain  inviolate,  guaranteed  by  the  state  against  loss  or 
diversion."  Article  X,  Section  5  requires  that  95  percent  of  the  interest  from  this  trust  be  used  for  school 
equalization,  with  the  remaining  5  percent  reinvested  in  the  trust.  In  addition,  95  percent  of  all  rents, 
royalties,  and  other  income  received  from  leasing  of  school  lands  is  to  be  used  for  public  schools  with 
the  remaining  5  percent  invested  in  the  trust. 

During  the  January  1992  Special  Session,  the  legislature  passed  HB  3,  which  provided  that  95  percent 
of  the  revenue  from  state  timber  sales  (approximately  $4.9  million)  be  deposited  in  the  SEA  during  the 
1993  biennium,  with  the  remaining  5  percent  deposited  in  the  trust. 

The  1993  Legislature  passed  HB  652,  which  continued  the  practice  of  diverting  95  percent  of  timber 
revenue  to  the  SEA  during  the  1995  biennium.  The  loss  in  revenue  to  the  common  school  trust  during 
the  1995  biennium  was  approximately  $9.1  million.  HB  667,  also  passed  during  the  1993  Legislative 
Session,  continued  this  practice  indefinitely.  The  loss  of  revenue  to  the  common  school  trust  during  the 
1997  biennium  was  approximately  $9.7  million. 

1995  Legislative  Action 

HB  50  made  permanent  certain  provisions  regarding  the  sale  of  timber  on  state  lands.  HB  50  was 
expected  to  result  in  additional  sales  of  timber  during  the  1997  biennium.  However,  additional  costs 
associated  with  the  sale  of  timber  were  also  expected  to  be  incurred.  These  costs  were  deducted  from 
timber  sale  revenues. 

HB  201,  passed  by  the  1995  Legislature,  required  the  state  to  increase  timber  sales  from  state  lands 
consistent  with  an  annual  sustainable  yield  of  45  million  board  feet  to  55  million  board  feet,  contingent 
on  a  study  to  determine  the  appropriate  level  of  annual  sustainable  yield.  HB  201  capped  the  amount 
of  timber  sale  revenue  deposited  in  the  general  fund  (formerly  the  school  equalization  account,  which 
was  abolished  in  SB  83)  from  the  common  school  trust  at  an  average  annual  sale  value  of  18  million 
board  feet.  Any  excess  timber  sale  revenue  from  the  common  school  trust  was  to  be  deposited  in  the 
general  fund,   but  "earmarked"  for  deposit  in  the  school  districts'  newly  established  technology 
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acquisition  fund,  to  buy  technological  equipment  and  provide  technical  training  for  school  district 
personnel. 

HB  201  also  affected  timber  sale  revenue  because  it  diverted  timber  sale  revenue  before  it  was 
deposited  in  the  general  fund  to  pay  for  costs  associated  with  increasing  timber  sales.  The  total 
revenue  effect  was  estimated  to  be  a  loss  of  $1.1  million  to  the  general  fund  during  the  1997  biennium. 

HB  274,  passed  by  the  1995  Legislature,  granted  the  Department  of  State  Lands  broader  discretion  to 
expedite  sales  of  state  timber  in  emergency  situations  and  limited  access  situations.  Effective  in  FY 
1996,  as  a  result  of  the  natural  resources  reorganization  bill  (SB  234),  the  forestry  function  was 
transferred  from  the  Department  of  State  Lands  to  the  Department  of  Natural  Resources  and 
Conservation. 

SB  83  de-earmarked  all  interest  from  the  common  school  trust  and  income  earned  on  common  school 
lands.  Henceforth,  these  revenues  flow  into  the  general  fund. 

1997  Legislative  Action 

The  1997  Legislature  passed  legislation  that  impacted  the  flow  of  timber  revenue  into  the  common 
school  trust  by  appropriating  timber  revenue  for  use  by  the  DNRC  to  enhance  timber  sales  during  the 
1999  biennium.  The  amounts  appropriated,  $1.2  million  and  $1.3  million  in  respective  years  of  the 
biennium,  were  diverted  from  the  revenue  stream  before  the  allocation  of  5  percent  of  revenue  to  the 
trust. 

HB  2  appropriated  anticipated  timber  sale  revenue  in  excess  of  that  associated  with  18  million  board 
feet  for  deposition  in  schools'  technology  acquisition  funds.  The  purpose  of  the  fund  is  to  allow  each 
district  to  buy  technological  equipment  and  provide  technical  training  for  school  district  personnel.  The 
amounts  appropriated  were  $1.5  million  in  FY  1998  and  $2.8  million  in  FY  1999,  or  the  amount  of 
"excess"  revenue  in  each  year,  whichever  is  less. 

1999  Legislative  Action 

SB  48  made  significant  changes  in  funding  the  Trust  Land  Management  Division  in  the  Department  of 
Natural  Resources  and  Conservation.  The  legislation  diverted  a  portion  of  the  following  money 
(previously  deposited  into  the  corpus  of  the  land  trust  funds)  from  certain  land  trusts  administered  by 
the  department:  1)  mineral  royalties;  2)  the  proceeds  or  income  from  the  sale  of  easements  and  timber 
(except  timber  from  public  school  lands);  and  3)  5  percent  of  the  interest  and  income  previously 
credited  annually  to  the  public  school  fund.  The  money  was  diverted  to  a  state  special  revenue  account 
to  pay  costs  of  administering  state  trust  lands.  The  legislation  provided  limitations  on  the  amount  of 
diverted  revenue  and  the  amount  of  the  appropriations:  1)  the  diverted  revenue  was  limited  to  1-1/8 
percent  of  the  book  value  balance  in  each  of  the  nine  nonexpendable  trust  funds  on  the  first  day  of 
January  preceding  the  new  biennium  and  10  percent  of  the  previous  fiscal  year  revenue  deposited  into 
the  capitol  building  land  grant  trust  fund;  and  2)  appropriations  of  the  money  were  limited  to  1-1/8 
percent  of  the  book  value  balance  in  the  nine  nonexpendable  trust  funds  on  the  first  day  of  January 
preceding  the  new  biennium  and  10  percent  of  the  revenue  deposited  in  the  capitol  building  land  grant 
trust  fund  in  the  last  completed  fiscal  year  prior  to  the  new  biennium.  In  HB  2,  the  legislature  replaced 
$7.1  million  of  general  fund  appropriations  with  state  special  revenue  provided  by  this  legislation. 
Therefore,  deposits  to  land  trusts  (primarily  the  Common  School  Trust)  were  reduced  by  $7.1  million 
over  the  biennium,  approximately  $3.5  million  per  year. 
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2001  Legislative  Action 

Although  SB  495  potentially  could  have  increased  the  balance  of  the  common  school  trust  by  $75 
million  due  to  the  sale  of  its  mineral  production  rights,  the  increase  depended  on  the  amount  of  rights 
purchased  by  DNRC  and  the  sale  price.  The  actual  purchase  price  of  the  mineral  production  rights  was 
$46.4  million  and  this  amount  was  deposited  to  the  trust.  Since  future  royalties  from  any  sold  mineral 
production  rights  are  no  longer  deposited  in  the  common  school  trust,  the  future  growth  of  the  trust  is 
substantially  curtailed  by  an  estimated  $95  million  over  30  years.  For  further  information  and  analysis  of 
SB  495,  contact  the  Legislative  Fiscal  Division  for  a  copy  of  the  two-part  report:  "SB  495  - 
Implementation,  Impacts  and  Implications". 

2005  Legislative  Action 

Under  existing  law,  a  portion  of  income  from  the  sale  of  common  school  trust  timber  is  diverted  for  use 
by  the  Department  of  Natural  Resources  and  Conservation  for  administrative  purposes  and  a  portion  is 
for  use  by  the  Office  of  Public  Instruction  for  school  technology.  Five  percent  of  the  remainder  is 
deposited  in  the  school  trust.  If  the  legislature  appropriates  more  of  this  income  for  administrative 
purposes,  the  amount  deposited  to  the  school  trust  is  reduced.  HB  447  (the  state  employee's  pay  plan) 
appropriated  money  from  this  source  for  increases  in  pay  and  benefits,  thus  reducing  the  amount 
deposited  to  the  trust  by  an  estimated  $2,454  in  FY  2006  and  $6,424  in  FY  2007. 

2007  Legislative  Action 

Under  HB  160,  unauthorized  diversions  for  Department  of  Natural  Resources  and  Conservation 
administrative  costs  are  reimbursed  to  the  common  school  trust  fund  through  transfers  from  the  general 
fund  to  the  trust.  These  transfer  result  in  a  total  deposit  of  $14,847  in  FY  2008. 

HB  37  allows  the  Department  of  Natural  Resources  and  Conservation  to  control  noxious  weeds  on 
state  land  and  to  bill  the  lessee,  permittee  or  licensee  for  the  cost.  A  penalty  of  50  percent  of  the  total 
cost  is  to  be  assessed.  Revenue  from  the  penalty  is  deposited  in  the  applicable  land  trust.  An 
estimated  $125  each  year  will  be  deposited  to  the  common  school  trust  fund. 

Although  SB  2  in  the  May  2007  Special  Session  does  not  change  the  amount  of  revenue  deposited  to 
the  guarantee  account,  it  does  temporarily  change  the  use  of  the  money  in  the  account.  Once  the  loan 
authorized  in  SB  495  (see  "2001  Legislative  Action"  above)  has  been  repaid  (estimated  to  be  in  FY 
2008),  all  net  mineral  royalties  from  common  school  trust  lands  deposited  to  the  guarantee  account  are 
transferred  to  a  school  facility  improvement  state  special  revenue  account.  However,  once  net  mineral 
royalties  sold  under  SB  495  total  $138.9  million,  the  mineral  royalties  will  once  again  become  part  of  the 
trust  corpus  and  will  no  longer  be  deposited  to  the  guarantee  account  or  transferred  to  the  school 
facility  improvement  account.  It  is  anticipated  that  the  $138.9  million  amount  will  be  reached  in  FY 
2010.  Between  FY  2008  and  2010,  approximately  $52.4  million  will  be  transferred  from  the  guarantee 
account  to  the  school  facility  improvement  account.  Money  in  the  account  must  be  used  to  implement 
the  recommendations  of  the  school  facility  condition  and  needs  assessment  and  energy  audit 
conducted  under  SB  1  (December  2005  special  session)  for  :1)  major  deferred  maintenance;  2) 
improving  energy  efficiency  in  school  facilities;  and  3)  critical  infrastructure  in  school  districts. 
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Resource  Indemnity  Trust 

Article  IX,  Section  2  of  the  Montana  Constitution  and  Title  35,  Chapter  38,  MCA,  require  that  certain 
resource  extraction  taxes  be  placed  in  a  trust.  The  principal  of  the  resource  indemnity  trust  "shall 
forever  remain  inviolate  in  an  amount  of  one  hundred  million  dollars  ($100,000,000),  guaranteed  by  the 
state  against  loss  or  diversion."  Once  the  principal  of  the  trust  reaches  $100  million,  any  additional  tax 
revenue  may  be  appropriated. 

During  the  July  1992  Special  Session,  the  legislature  imposed  a  one-year  surtax  on  resource  indemnity 
tax  liabilities  and  allocated  collections  from  the  surtax  to  the  general  fund.  During  the  1993  legislative 
session,  the  legislature  passed  HB  608  that  decreased  the  amount  of  resource  indemnity  and 
groundwater  assessment  (RIGWA)  tax  proceeds  deposited  in  the  trust  during  the  1995  biennium  from 
85.9  percent  per  year  to  55.9  percent,  or  approximately  $5.0  million.  The  bill  further  reduced  the 
amount  of  RIGWA  tax  revenue  deposited  in  the  trust  to  45.9  percent  beginning  July  1,  1995.  During 
the  1995  session,  the  legislature  replaced  a  portion  of  RIGWA  tax  proceeds  with  oil  and  gas  tax 
proceeds  due  to  a  bill  to  simplify  oil  and  gas  taxes  (SB  412).  Also,  the  legislature  diverted  for  other 
purposes  the  metal  mines  license  tax  proceeds  that  previously  were  deposited  to  the  trust. 

1997  Legislative  Action 

SB  377  reduced  the  growth  rate  in  the  ending  fund  balance  of  the  RIT  trust  by  diverting  $200,000  per 
year  from  RIGWA  tax  inflows  and  8.5  percent  from  metalliferous  mines  license  tax  revenue  to  a  newly 
created  orphan  share  account.  The  reduction  of  inflow  into  the  trust  in  each  year  of  the  biennium  as  a 
result  of  these  diversions  was  $674,000  and  $743,000.  The  orphan  share  account  is  used  to:  1)  fund 
remedial  actions  on  the  portion  of  hazardous  waste  sites  for  which  there  is  no  responsible  party;  and  2) 
pay  for  DEQ  transaction  costs  associated  with  defending  the  orphan  share  proportions. 

1999  Legislative  Action 

SB  49  and  SB  492  increased  the  allocation  of  the  RIGWA  tax  and  the  RIT  share  of  the  oil  and  gas 
production  tax  to  the  RIT.  The  ending  fund  balance  at  the  end  of  the  2001  biennium  was  estimated  to 
increase  by  $162,000  as  a  result  of  the  legislation.  The  legislation  also  eliminated  the  allocation  of 
RIGWA  tax  revenue  to  the  RIT  beginning  July  1  of  the  first  year  following  the  date  that  the  governor  by 
executive  order  certified  to  the  secretary  of  state  that  the  RIT  balance  has  reached  $100  million. 

2001  Legislative  Action 

The  RIT  balance  reached  the  $100  million  amount  in  FY  2002  and  the  balance  was  certified  by  the 
governor.  Therefore,  no  additional  revenue  is  deposited  in  the  trust  beginning  FY  2003.  The  revenue 
estimates  showed  that  there  would  be  an  estimated  $101.1  million  in  the  trust  balance  by  the  end  of  FY 
2003.  Since  any  additional  tax  deposits  over  the  $100  million  may  be  appropriated  by  the  legislature, 
the  2001  Legislature  enacted  the  following  legislation  that  uses  all  of  the  excess  revenue:  1)  SB  326 
authorized  the  transfer  of  $500,000  to  the  noxious  weed  state  special  revenue  account  for  distribution 
to  counties  (the  money  is  appropriated  in  HB  2);  2)  HB  2  transferred  and  appropriated  $540,000  to 
purchase  securities  for  water  treatment  at  the  former  Zortman  and  Landusky  mines;  and  3)  HB  2 
transferred  and  appropriated  $120,000  for  the  Clark  Fork  River  task  force  (established  in  HB  397). 

Tobacco  Settlement  Trust 

Montana  receives  revenue  as  a  settling  party  to  master  settlement  agreement  with  four  original  tobacco 
companies  (subsequently,  this  became  three)  and  46  subsequent  companies  that  ended  a  four-year 
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legal  battle  that  included  46  states,  and  six  other  entities.  Montana  is  eligible  for  four  types  of 
payments:  1)  reimbursement  for  legal  costs  (received  December  1999);  2)  five  initial  payments  (two  in 
FY  2000  with  an  additional  one  per  year  in  FY  2001,  2002,  and  2003);  3)  on-going,  perpetual  annual 
payments;  and  4)  strategic  contribution  payments  (from  FY  2008  through  2017).  The  master  settlement 
agreement  places  no  restrictions  on  how  states  are  to  spend  the  money. 

The  total  amount  of  tobacco  settlement  funds  available  to  Montana  may  be  affected  by  a  number  of 
adjustments.  The  three  most  important  are  the  adjustments  for  inflation,  volume  of  cigarettes  shipped 
nationally,  and  loss  of  market  share  for  participating  manufacturers.  The  amount  of  Montana's  annual 
share  will  increase  by  a  minimum  amount  of  3  percent  or  more  if  inflation  is  greater  than  3  percent.  The 
amount  will  decrease  if  the  number  of  cigarettes  shipped  nationally  decreases  and  will  increase  if  the 
number  increases.  If  it  is  verified  that  participating  manufacturers  have  lost  market  shares  due  to 
disadvantages  caused  by  the  settlement  and  Montana  has  failed  to  enforce  its  "qualifying  statutes", 
distributions  will  decrease. 

2000  Constitutional  Amendment 

Due  to  passage  of  Montana  Constitutional  Amendment  35  in  November  2000,  the  legislature  is 
required  to  dedicate  not  less  than  40  percent  of  the  tobacco  settlement  money  to  a  permanent  trust 
fund.  The  remainder  of  the  money  is  deposited  into  the  general  fund.  Since  the  legislature  did  not 
pass  legislation  establishing  the  exact  percentage  to  be  deposited  to  the  trust  fund,  the  revenue 
estimate  assumes  40  percent.  Interest  earnings  from  the  trust  fund  are  to  be  distributed:  1)  90  percent 
for  appropriation  by  the  legislature  for  tobacco  related  disease  prevention  programs  and  state  programs 
providing  benefits,  services,  or  coverage  that  are  related  to  the  health  care  needs  of  the  people  of 
Montana;  and  2)  10  percent  to  the  trust.  Money  in  the  trust  fund  can  be  spent  if  approved  by  two-thirds 
of  each  house  of  the  legislature.  Appropriations  of  principal,  income,  or  interest  from  the  trust  fund 
cannot  be  used  to  replace  state  or  federal  money  used  to  fund  tobacco  disease  prevention  programs 
that  existed  on  December  31,  1999. 

2001  Legislative  Action 

The  2001  Legislature  enacted  SB  129  that  established  a  Montana  tobacco  settlement  non-expendable 
trust  fund  to  implement  Article  XII,  Section  4,  of  the  Montana  Constitution.  The  legislation  also  provided 
criteria  to  govern  the  purposes  for  which  the  interest,  income,  and  principal  of  the  trust  may  be 
appropriated.  It  did  not  establish  a  statutory  percentage  of  the  tobacco  settlement  dedicated  for  deposit 
in  the  trust  fund. 

2002  Initiative 

Due  to  passage  of  Initiative  146  by  the  electorate  in  November  2002,  beginning  in  FY  2004,  32  percent 
of  the  total  tobacco  settlement  money  funds  tobacco  prevention  programs  and  17  percent  funds  the 
Children's  Health  Insurance  Program.  The  remaining  11  percent  of  the  total  settlement  money  is 
deposited  to  the  general  fund. 

2003  Legislative  Action 

The  2003  Legislature  enacted  SB  485  that  changed  Initiative  146  by  increasing  the  programs  that  can 
be  funded  by  tobacco  settlement  money,  but  only  through  FY  2005.  With  the  changes,  the  32  percent 
allocation  can  be  used  for  human  services  programs  and  the  17  percent  allocation  can  be  used  to 
match  federal  Medicaid  money.  The  legislation  also  transferred  $5,831,360  in  FY  2004  and  $6,057,600 
in  FY  2005  from  the  account  receiving  the  32  percent  allocation  to  a  newly  created  prevention  and 
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stabilization  state  special  revenue  account.  Money  in  this  account  is  used  by  the  Department  of  Public 
Health  and  Human  Services  to  finance,  administer,  and  provide  health  and  human  services. 

Noxious  Weed  Management  Trust 

During  the  period  FY  1986  through  1992,  at  least  one-half  of  the  collections  from  a  1  percent  surcharge 
on  the  retail  sale  of  herbicides  were  deposited  in  the  noxious  weed  management  trust  fund.  The 
remaining  collections  were  spent  for  weed  control  grants.  The  interest  earned  on  the  trust  is  retained  in 
the  trust.  After  the  principal  of  the  trust  reached  $2.5  million  in  FY  1992,  all  herbicide  surcharge 
collections  and  the  interest  earned  on  the  trust  became  available  for  weed  control  grants. 

1995  Legislative  Action 

SB  321 ,  passed  by  the  1995  Legislature,  increased  the  amount  of  the  gasoline  tax  revenue  allocated  to 
the  snowmobile  account  from  23/64  of  one  percent  to  15/28  of  one  percent.  Beginning  in  FY  1996,  one 
percent  of  the  amount  deposited  in  the  snowmobile  account  is  deposited  in  the  Montana  noxious  weed 
control  trust  administered  by  the  Department  of  Agriculture. 

1999  Legislative  Action 

For  the  2001  biennium,  SB  164  transferred  $1.1  million  per  year  to  the  noxious  weed  trust  from  the 
highway  non-restricted  account  in  15-70-125,  MCA.  As  a  result,  the  ending  fund  balance  in  the  trust 
will  almost  double  by  June  30,  2002. 

2001  Legislative  Action 

The  August  2002  special  legislative  session  reduced  the  transfer  to  the  noxious  weed  state  special 
revenue  account  for  counties  to  $300,000. 

2004  Constitutional  Amendment 

The  electorate  in  the  November  2004  election  approved  an  amendment  to  the  Montana  Constitution  (C- 
40)  creating  a  noxious  weed  management  trust  fund.  Ten  million  dollars  of  the  principal  of  the  fund  is 
to  remain  forever  inviolate  unless  appropriated  by  three-fourths  of  each  house  of  the  legislature. 
Appropriations  of  the  principal  over  $10  million  and  the  interest  and  income  can  only  be  used  to  fund 
the  noxious  weed  management  program,  as  provided  by  law. 

2005  Legislative  Action 

The  2005  Legislature  enacted  HB  266  to  codify  statutory  changes  needed  to  implement  the 
constitutional  amendment  passed  in  2004. 

2007  Legislative  Action 

The  2007  Legislature  enacted  HB  269  which  transfers  $5.0  million  from  the  general  fund  to  the  noxious 
weed  management  trust  fund  at  the  beginning  of  FY  2008. 

Statutory  Trusts 

Education  Trust 

From  FY  1976  through  FY  1986,  a  portion  of  the  revenue  from  the  coal  severance  tax  was  allocated  to 
an  education  trust  for  the  support  of  education.   The  legislature  appropriated  the  corpus  of  this  trust  to 
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the  school  equalization  account  during  the  period  of  FY  1987  through  FY  1990.  Since  FY  1990,  the 
education  trust  has  not  received  revenue  from  any  source  and  its  balance  is  zero. 

Parks  Acquisition  Trust/Cultural  Protection  Trust 

During  most  of  the  years  since  1979,  a  portion  of  the  coal  severance  tax  has  been  earmarked  for  the 
parks  acquisition  trust.  During  the  late  1980s,  the  flow  of  revenue  into  this  account  was  diverted  to  the 
general  fund.  However,  the  principal  began  to  increase  again  in  FY  1990.  Prior  to  FY  1992,  two-thirds 
of  the  interest  from  this  trust  was  statutorily  allocated  for  acquisition  and  operation  of  state  parks,  and 
one-third  was  allocated  for  protection  of  works  of  art  in  the  state  capitol,  and  other  cultural  and 
aesthetics  projects. 

The  1991  Legislature  split  the  principal  of  this  trust  into  two  separate  trusts,  a  parks  acquisition  trust 
and  an  arts  protection  trust.  During  the  1993  biennium,  the  coal  tax  revenue  that  would  have  flowed 
into  the  parks  acquisition  trust  (1.267  percent)  was  spent  for  maintenance  of  parks  and  historic  sites, 
along  with  the  interest  from  the  trust.  HB  687,  passed  during  the  1993  legislative  session,  continued 
this  practice  for  the  1995  biennium,  allocating  $1.6  million  from  the  trust  to  current  operations.  In  the 
1997  biennium,  the  coal  tax  revenue  allocation  was  again  deposited  in  the  trust.  SB  27,  passed  by  the 
1995  Legislature,  increased  the  allocation  to  the  parks  acquisition  trust  from  1.267  percent  to  1.270 
percent. 

In  FY  1992,  0.633  percent  of  coal  severance  tax  revenues  were  deposited  in  the  arts  protection  trust, 
with  the  trust  interest  continuing  to  be  used  for  protection  of  works  of  art  and  for  cultural  and  aesthetics 
projects.  During  the  January  1992  Special  Session,  the  legislature  diverted  a  portion  of  the  revenue  that 
would  have  flowed  into  the  arts  protection  trust  in  FY  1993  to  fund  the  operations  of  the  Montana  Arts 
Council.  Beginning  in  FY  1994,  these  revenues  were  again  deposited  in  the  trust.  SB  27,  passed  by 
the  1995  Legislature,  decreased  the  allocation  to  the  arts  trust  from  0.633  percent  to  0.63  percent. 

1997  Legislative  Action 

The  1997  Legislature  amended  the  allocation  of  coal  severance  taxes  under  15-35-108,  MCA.  HB  5 
eliminated  the  0.63  percent  distribution  of  coal  severance  tax  to  the  cultural  and  aesthetic  trust  during 
the  1999  biennium  only.  The  legislature  appropriated  $3.9  million  from  the  cultural  trust  for  the 
immediate  purchase  of  the  Virginia  City  and  Nevada  City  properties.  This  appropriation  resulted  in  a 
loss  of  trust  interest  revenue  that  otherwise  would  be  used  to  fund  C&A  projects  in  the  state  during  the 
1999  biennium.  In  order  to  compensate  for  the  lost  interest,  the  legislature  allocated  0.87  percent  of 
coal  severance  tax  revenue  to  the  C&A  projects  account,  and  eliminated  the  0.63  percent  of  coal 
severance  tax  revenue  that  had  been  deposited  in  the  cultural  trust.  The  remaining  0.24  percent  of 
coal  taxes  allocated  to  the  C&A  project  account  was  previously  part  of  the  flow  into  the  general  fund. 
After  the  1999  biennium,  similar  amounts  of  coal  severance  tax  revenue  were  diverted  from  the  C&A 
projects  account  and  again  flowed  to  the  general  fund. 

1999  Legislative  Action 

HB  260,  HB  69,  and  SB  220  reduced  coal  severance  tax  revenue  and  replaced  it  with  coal  license  tax 
revenue.  The  aim  of  the  legislation  was  to  hold  the  revenue  flow  into  the  arts  and  parks  trusts  as  under 
current  law.  However,  the  arts  and  parks  trusts  lost  around  $25,000  over  the  biennium. 

The  January  20,  2000  decision  of  the  Montana  Supreme  Court  that  found  HB  260  violated  Article  IX, 
Section  5,  of  the  Montana  Constitution  rendered  the  above  changes  meaningless. 
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2001  Legislative  Action 

In  the  August  2002  special  legislative  session,  for  FY  2003,  the  legislature  temporarily  diverted  the 
parks  acquisition  trust,  1.27  percent  allocation  and  the  cultural  trust,  0.63  percent  allocation  to  the 
general  fund.  Beginning  in  FY  2004,  the  allocations  resume. 

2005  Legislative  Action 

HB  9  transferred  $3,412,500  from  the  general  fund  to  the  cultural  trust.  The  transfer  of  funds  replaced 
dollars  spent  from  the  trust  in  the  1997  purchase  of  Virginia  and  Nevada  Cities.  The  legislation  directed 
that  the  transfer  take  place  at  the  beginning  of  FY  2006  so  that  new  interest  would  be  earned 
throughout  the  entire  2007  biennium.  Revenues  from  the  cultural  trust  increase  $200,280  in  FY  2006 
and  $21 1,097  in  FY  2007. 

2007  Legislative  Action 

HB  9  transfers  $1.5  million  from  the  general  fund  to  the  cultural  protection  trust  fund  at  the  beginning  of 
FY  2008,  resulting  in  a  larger  balance  that  generates  additional  earnings  of  $83,129  in  FY  2008  and 
$83,282  in  FY  2009. 
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GLOSSARY 

A  number  of  terms  are  used  extensively  in  budgeting  and  appropriations.  The  most  common  terms, 
which  are  used  throughout  the  budget  analysis  and  in  other  fiscal  materials,  are  listed  and  defined 
below. 

Appropriations  -  An  authorization  by  law  for  the  expenditure  of  funds  or  to  acquire  obligations.  Types 
of  appropriations  are  listed  below. 

Biennial  -  A  biennial  appropriation  is  an  appropriation  made  in  the  first  year  of  the  biennium, 
where  the  appropriated  amount  can  be  spent  in  either  year  of  the  biennium. 

Budget  amendment  -  See  "Budget  Amendment"  below. 

Continuing  -  An  appropriation  that  continues  beyond  one  biennium. 

Language  -  An  appropriation  made  in  the  language  of  the  general  appropriations  act  for  a  non- 
specific or  limited  dollar  amount.  Language  appropriations  are  generally  used  when  an  agency 
knows  that  it  will  be  receiving  federal  or  state  special  revenue  funds  but  is  uncertain  as  to  the 
amount. 

Line  Item  -  An  appropriation  made  for  a  specific  purpose  and  which  cannot  be  used  for  any 
other  purpose.  Line  item  appropriations  highlight  certain  appropriations  and  ensure  that  they 
can  be  separately  tracked  on  the  state  accounting  system. 

One-time  -  Appropriations  for  a  one-time  purpose  that  are  excluded  from  the  base  budget  in  the 
next  biennium. 

Restricted  -  An  appropriation  designated  for  a  specific  purpose  or  function. 

Statutory  -  Funds  appropriated  in  permanent  law  rather  than  a  temporary  bill.  All  statutory 
appropriations  references  are  listed  in  17-7-502,  MCA. 

Temporary  -  An  appropriation  authorized  by  the  legislature  in  the  general  appropriations  act  or 
in  a  "cat  and  dog"  bill  that  is  valid  only  for  the  biennium. 

Appropriation  Transfers  (also  see  "Supplemental  Appropriation")  -  The  transfer  of  funds  appropriated 
for  the  second  year  of  the  biennium  to  the  first  if  the  Governor  or  other  approving  authority  determines 
that  due  to  an  unforeseen  or  unanticipated  emergency  there  are  insufficient  funds  in  the  first  year  for 
the  operation  of  an  agency. 

Approving  Authority  -  The  entity  designated  in  law  as  having  the  authority  to  approve  certain 
budgetary  changes  during  the  interim.  The  approving  authorities  are: 

o    The  Governor  or  his/her  designated  representative  for  executive  branch  agencies 

o    The  Chief  Justice  of  the  Supreme  Court  or  his/her  designated  representative  for  the  judicial 
branch  agencies 

o    The  Speaker  of  the  House  of  Representatives  for  the  House 

o    The  President  of  the  Senate  for  the  Senate 
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o    The  appropriate  standing  legislative  committees  or  designated  representative  for  the  legislative 

branch  divisions 
o    The  Board  of  Regents  of  Higher  Education  or  their  designated  representative  for  the  university 

system 

Average  Daily  Population  (ADP)  -  The  population  measure  used  to  calculate  population  in  the 
Montana  correctional  system.  ADP  is  equivalent  to  one  inmate  incarcerated  for  one  year. 

Average  Number  Belonging  (ANB)  -  The  enrollment  measure  used  for  K-12  BASE  aid  calculations. 
ANB  is  the  equivalent  of  one  full-time  student  enrolled  in  school  for  the  full  school  year. 

Base  -  The  level  of  funding  authorized  by  the  previous  legislature. 

Base  Budget  -  The  resources  needed  for  the  operation  of  state  government  that  provide  for  expenses 
of  an  ongoing  and  non-extraordinary  nature  in  the  current  biennium. 

Benefits  -  An  expenditure  category  used  to  account  for  the  provision  of  payments  or  services  by  the 
government  to  individuals  who  qualify  for  receipt  of  those  payments  or  services,  such  as  Medicaid 
benefits.  Personal  services  benefits  for  state  employees  are  included  in  the  personal  services 
expenditure  category. 

Biennial  Appropriation  -  An  appropriation  that  can  be  expended  in  either  or  both  years  of  the 
biennium. 

Biennium  -  A  two-year  period.  For  the  state,  this  period  begins  July  1  of  the  odd-numbered  years  and 
ends  June  30  of  the  following  odd-numbered  year. 

Budget  Amendments  -  Temporary  authority  to  spend  unanticipated  non-general  fund  revenue 
received  after  the  legislature  adjourns.  The  funds  must  be  used  to  provide  additional  services  and 
cannot  make  a  commitment  of  general  fund  support  for  the  present  or  future. 

Cat  and  Dog  Appropriations  -  One-time  appropriations  made  in  bills  other  than  the  general 
appropriations  act. 

Debt  Service  -  The  payment  on  outstanding  bonds. 

Decision  Package  -  Separate,  specific  adjustments  to  the  base  budget.  Decision  packages  can  be 
either  present  law  adjustments  or  new  proposals. 

Earmarked  Revenue  -  Funds  from  a  specific  source  that  can  be  spent  only  for  designated  activities. 

Enterprise  Funds  -  A  fund  used  to  account  for  operations  financed  and  operated  similar  to  private 
business  enterprises,  where  the  intent  of  the  legislature  is  to  finance  or  recover  costs,  primarily  through 
user  charges. 

Federal  Special  Revenue  -  Accounts  deposited  in  the  state  treasury  from  federal  sources,  to  be  used 
for  the  operation  of  state  government. 

Legislative  Fiscal  Report  2009  Biennium  174  Legislative  Fiscal  Division 


Fiduciary  Funds  -  Funds  used  to  account  for  assets  held  by  the  state  in  a  trustee  capacity  or  as  an 
agent  for  individuals,  private  organizations,  other  governments,  or  other  funds. 

Fiscal  Note  -  An  estimate,  prepared  by  the  Office  of  Budget  and  Program  Planning,  of  the  probable 
revenues  and  costs  that  will  be  incurred  as  the  result  of  a  bill  or  joint  resolution. 

Fiscal  Year  (FY)  aka  State  Fiscal  Year  (SFY)  -  A  12-month  accounting  period  beginning  July  1  and 
ending  June  30.  Fiscal  year  2003  refers  to  the  fiscal  year  ending  June  30,  2003.  (Note:  The  federal 
fiscal  year  (FFY)  is  October  1  through  September  30.) 

Fixed  Costs  -  Fees  (fixed  costs)  charged  to  agencies  for  a  variety  of  services  provided  by  other  state 
agencies  (e.g.,  payroll  service  fees,  rent,  warrant  writing  services,  and  data  network  services.). 

FTE  -  Full-Time  Equivalent  position,  or  the  equivalent  of  one  person  working  full-time  for  the  entire 
year.  Also  used  to  denote  full-time  equivalent  students  in  the  Montana  University  System  for  purposes 
of  calculating  state  support. 

Fund  -  A  fiscal  entity  with  revenues  and  expenses  which  are  segregated  for  the  purpose  of  carrying 
out  a  specific  purpose  or  activity. 

General  Fund  -  Accounts  for  all  governmental  financial  resources  except  those  that  must  be 
accounted  for  in  another  fund. 

General  Fund  Reversions  -  Unspent  appropriated  funds  that  are  returned  to  the  general  fund  at  the 
close  of  the  budget  period. 

Grants  -  An  expenditure  category  used  to  account  for  the  payment  by  a  government  entity  to  an 
individual  or  other  entity  who  will  perform  a  service. 

HB  2  -The  General  Appropriations  Act  in  which  the  legislature  authorizes  the  funding  for  state 
government  for  the  upcoming  biennium.  Each  session,  House  Bill  2  is  reserved  for  this  purpose. 

Indirect  Cost  -  A  cost  necessary  for  the  functioning  of  the  organization  as  a  whole,  but  which  cannot 
be  directly  assigned  to  a  specific  division  or  agency. 

Interim  -  The  time  between  regular  legislative  sessions. 

Internal  Service  Funds  -  Funds  use  to  account  for  the  financing  of  goods  and  services  provided  by 
one  department  or  agency  to  other  departments,  agencies,  or  governmental  entities  on  a  cost- 
reimbursement  basis. 

IRIS  -  The  Integrated  Revenue  Information  System  (IRIS)  is  an  automated  system  to  administer  taxes 
that  are  the  responsibility  of  the  Department  of  Revenue  to  collect. 

Local  Assistance  -  An  expenditure  classification  primarily  used  to  account  for  expenditures  made  for 
K-12  funding  provided  by  the  state  to  school  districts. 
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MBARS  -  The  Montana  Budget  Analysis  and  Reporting  System,  which  provides  all  state  agencies  with 
one  computerized  system  for  budget  development,  maintenance  and  tracking,  and  is  integrated  with 
the  State  Accounting,  Budget,  and  Human  Resource  System  (SABHRS). 

Mill  -  The  property  tax  rate  based  on  the  valuation  of  property.  A  tax  rate  of  one  mill  produces  one 
dollar  of  taxes  on  each  $1 ,000  of  assessed  property  value. 

New  Proposals  -  Requests  (decision  packages)  to  provide  new  non-mandated  services,  to  change 
program  services,  to  eliminate  existing  services,  or  to  change  the  source  of  funds. 

Non-budgeted  Expenditures  -  Accounting  entries  for  depreciation,  amortization,  and  other  financial 
transactions  that  appear  as  expenditures,  but  don't  actually  result  in  direct  dispersal  of  funds  from  the 
state  treasury. 

Operating  Expenses  -  All  operating  expenditures  that  do  not  meet  the  personal  services  and  capital 
outlay  classification  criteria.  These  expenditures  include,  but  are  not  limited  to,  professional  services, 
supplies,  rent,  travel,  and  repair  and  maintenance. 

Other  Funds  -  Capital  projects  and  fiduciary  funds. 

Capital  projects  fund  -  Accounts  for  financial  resources  used  for  the  acquisition  or  construction 
of  major  capital  facilities,  other  than  those  financed  by  proprietary  funds  or  trust  funds. 

Fiduciary  funds  -  Trust  and  agency  fund  types  used  to  account  for  assets  held  by  state 
government  in  a  trustee  capacity  or  as  an  agency  for  individuals,  private  organizations,  other 
governmental  entities,  or  other  funds. 

Pay  Plan  -  Provision  by  the  legislature  of  a  general  adjustment  to  salaries  and/or  benefits  paid  to  state 
employees.  Also  refers  to  the  pay  schedule  listing  the  state  salary  rate  for  each  classified  position 
according  to  that  position's  grade  and  the  market  rate. 

Personal  Services  -Expenditures  for  salaries,  benefits,  per  diem,  and  other  additions,  such  as 
overtime. 

Personal  Services  Snapshot  -  The  point  in  time  at  which  personal  services  attributes  are  captured 
and  from  which  the  personal  services  budget  is  determined.  The  executive  budget  personal  services 
costs  are  based  on  a  "snapshot"  of  actual  salaries  for  authorized  FTE  as  they  existed  in  a  pre- 
determined pay  period  in  the  base  year. 

Present  Law  -  The  additional  level  of  funding  needed  under  present  law  to  maintain  operations  and 
services  at  the  level  authorized  by  the  previous  legislature. 

Present  Law  Adjustments  -  Requests  (decision  packages)  for  an  adjustment  in  funding  sufficient  to 
allow  maintenance  of  operations  and  services  at  the  level  authorized  by  the  previous  legislature  (e.g., 
caseload,  enrollment  changes,  and  legally  mandated  workload). 
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Program  -  A  group  of  related  activities  performed  by  one  or  more  organizational  units  for  the  purpose 
of  accomplishing  a  function  for  which  the  government  is  responsible.  Also,  a  grouping  of  functions  or 
objectives  that  provides  the  basis  for  legislative  review  of  agency  activities  for  appropriations  and 
accountability  purposes. 

Proprietary  Funds  -  Enterprise  or  internal  service  funds.  Statute  does  not  require  that  most 
proprietary  funds  be  appropriated. 

Enterprise  funds  -  Funds  that  account  for  operations  financed  and  operated  in  a  manner  similar 
to  private  business  enterprises,  and  through  which  the  intent  is  to  provide  goods  or  services  to 
the  public. 

Internal  service  funds-  Funds  that  account  for  the  financing  of  goods  or  services  provided  by 
one  department  or  agency  to  other  departments  or  agencies  of  state  government. 

Reporting  Levels  -  Budget  units  dividing  agency  and  program  budgets  into  smaller  units  for  the 
purpose  of  constructing,  analyzing,  and  approving  budgets. 

SABHRS  -  The  State  Accounting,  Budget,  and  Human  Resource  System  that  combines  the  state's 
accounting,  budgeting,  personnel,  payroll,  and  asset  management  systems  into  one  single  system. 

State  Special  Revenue  -  Accounts  for  money  from  state  and  other  nonfederal  sources  that  is 
earmarked  for  a  particular  purpose,  as  well  as  money  from  other  non-state  or  nonfederal  sources  that  is 
restricted  by  law  or  by  the  terms  of  an  agreement. 

Supplemental  Appropriation  -  An  additional  appropriation  made  by  the  governing  body  after  the 
budget  year  or  biennium  has  started.  There  are  two  types  of  supplemental  appropriations  that  can  be 
used  to  increase  spending  authority  for  a  fiscal  year:  1)  a  transaction  in  an  even-numbered  year  that 
moves  spending  authority  from  the  second  year  of  the  biennium  to  the  first  year;  or  2)  an  appropriation 
passed  and  approved  by  the  legislature  to  provide  authority  for  the  odd-numbered  fiscal  year  ending 
the  current  biennium. 

Vacancy  Savings  -  The  difference  between  what  agencies  actually  spend  for  personal  services  and 
the  cost  of  fully  funding  all  funded  positions  for  the  entire  year. 
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ACRONYMS 


AES 

Agricultural  Experiment  Station 

LAD 

ADP 

Average  Daily  Population 

LEPO 

ANB 

Average       Number      Belonging      (K-12 

LFA 

education) 

LFC 

ARM 

Administrative  Rules  of  Montana 

LFD 

BASE  Aid 

Base  Amount  for  School  Equity  Aid 

LRBP 

BPE 

Board  of  Public  Education 

LRP 

C&A 

Cultural  and  Aesthetic  (Trust) 

LSD 

CC 

Community  Colleges 

MAC 

CES 

Cooperative  Extension  Service 

MBARS 

CHE 

Commissioner  of  Higher  Education 

CHIP 

Children's  Health  Insurance  Program  (also 

MBCC 

SCHIP) 

MBMG 

CIO 

Chief  Information  Officer 

MCA 

COPP 

Commissioner  of  Political  Practices 

MCHA 

COT 

College     of    Technology,     followed     by 

campus  designation 

MDT 

CPI 

Consumer  Price  Index 

MHP 

DEQ 

Department  of  Environmental  Quality 

MHS 

DMA 

Department  of  Military  Affairs 

MSDB 

DNRC 

Department   of   Natural    Resources    and 

MSF 

Conservation 

MSL 

DOA 

Department  of  Administration 

MSP 

DOA 

Department  of  Agriculture 

MSU 

DOC 

Department  of  Commerce 

DOC 

Department  of  Corrections 

MUS 

DOJ 

Department  of  Justice 

NP 

DOLI 

Department  of  Labor  and  Industry 

OBPP 

DOR 

Department  of  Revenue 

OCHE 

DP 

Decision  Package 

DPHHS 

Department  of  Public  Health  and  Human 

OPI 

Services 

PERS 

FCES 

Forestry    and    Conservation    Experiment 

PL 

Station 

PSC 

FMAP 

Federal   Medical  Assistance   Participation 
rate  (Medicaid) 

RIGWA 

FSR 

Federal  Special  Revenue 

RIT 

FSTS 

Fire  Services  Training  School 

SABHRS 

FTE 

Full-Time  Equivalent 

FWP 

Department  of  Fish,  Wildlife,  and  Parks 

SAFETEA-LU 

FFY 

Federal  Fiscal  Year 

FY 

Fiscal  Year 

FYE 

Fiscal  Year  End 

SAO 

GAAP 

Generally  Accepted  Accounting  Principles 

SF&C 

GF 

General  Fund 

SOS 

GSL 

Guaranteed  Student  Loan 

SSR 

GTB 

Guaranteed  Tax  Base 

TANF 

HAC 

House  Appropriations  Committee 

TRS 

HSRA 

Highways  Special  Revenue  Account 

TSEP 

l&l 

Interest  and  Income 

UM 

IRIS 

Integrated  Revenue  Information  System 

IT 

Information  Technology 

ITSD 

Information  Technology  Services  Division 

Legislative  Audit  Division 

Legislative  Environmental  Policy  Office 

Legislative  Fiscal  Analyst 

Legislative  Finance  Committee 

Legislative  Fiscal  Division 

Long  Range  Building  Program 

Long  Range  Planning 

Legislative  Services  Division 

Montana  Arts  Council 

Montana      Budgeting,      Analysis,      and 

Reporting  System 

Montana  Board  of  Crime  Control 

Montana  Bureau  of  Mines  and  Geology 

Montana  Code  Annotated 

Montana  Comprehensive  Health 

Association 

Montana  Department  of  Transportation 

Montana  Highway  Patrol 

Montana  Historical  Society 

Montana  School  for  the  Deaf  and  Blind 

Montana  State  Fund 

Montana  State  Library 

Montana  State  Prison 

Montana    State    University,    followed    by 

campus  designation  i.e.  MSU  -  Bozeman 

Montana  University  System 

New  Proposal 

Office  of  Budget  and  Program  Planning 

Office    of   the    Commissioner   of    Higher 

Education 

Office  of  Public  Instruction 

Public  Employees  Retirement  System 

Present  Law 

Public  Service  Commission 

Resource    Indemnity    and    Groundwater 

Assessment  Tax 

Resource  Indemnity  Trust 

Statewide    Accounting,     Budgeting,    and 

Human  Resources  System 

Safe,     Accountable,     Flexible,     Efficient 

Transportation  Equity  Act:  A  Legacy  for 

Users 

State  Auditor's  Office 

Senate  Finance  and  Claims  Committee 

Secretary  of  State 

State  Special  Revenue 

Temporary  Assistance  for  Needy  Families 

Teachers'  Retirement  System 

Treasure  State  Endowment  Program 

University  of  Montana,  followed  by  campus 

designation  i.e.  UM  -  Missoula 
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